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FROM  THE  EDITOR 

For  a  variety  of  reasons,  which  are  mostly  technical  and  administrative 
m  nature,  the  last  three  numbers  of  Vol.  IV  and  the  first  numberTv  iZ 
thelndonesran  (luarterly  are  published  together  in  the  present  form  m{s 
a  special  issue  of  Vol.  IV,  1976,  and  which  is  available  for  fL 
to  subscribers.  The  coming  issue  will  then  be  Vol  Vno^T^^^^^^^^ 
January  1977.  '  Published  for 

The  meeting  of  the  ASEAN  heads  of  government  held  in  Bali  on  23  and 
24  February  1976  was  a  turning  point  in  the  history  ofregionauZZ^^n 
Southeast  Asia,  particularly  the  ASEAN,  or  theVsocZi^^^Jt^^^^^^^ 

ASEAN  for  which  the  year  1976  is  therefore  of  special  significance. 
That  is  the  reason  why  the  special  issue  of  the  Indonesian  Quarterly  for 

1976  IS  entirely  devoted  to  articles  on  ASEAN  Giving  a  bneflsessmerU  f 
the  -mfcance  ofthe  Bali  Summit,  J.  Soedjati  DjiLdoJo  Jt  Zthe 
prospects  and  problems  of  ASEAN  after  the  Bali  Summit,  with  Zrt^Z 
reference  to  defence  and  security  matters.  On  the  other  hand,  Ali  XerZl 
deals  with  the  prospects  of  ASEAN  member  countries  in  the  ^ZZ 
political,  economic  and  strategic  developments.  ^ 

However,  the  economic  factor  is  of  supreme  importance.  So  Sumitro 

ofttn'T  ""'"'T  ^-^^  - ^>-cXt 

riomic  and  business  relations  with  other  ASEAN  member  countries  while 
Daoedoesoef  sets  forth  his  views  on  the  idea  of  a  free  trade  area,  Inr^ 

al:  "E'lN     'T'  '  ''^''^^ 

among  me  ASEAN  member  countries. 

beiieZ':li7sE/M'':-''''''7  '""^'^"^  ^^^'^"^  '^-<^^y 
s  rr;  tr .  f ^^^^^^  ^^^^^^  ^^^^^--^ 

Z  on  tie  ZT  f'^'T  Sives  his  scholarly 

J  Z^o  ^  r^^""  °"  '^'^'^'^'^'^  ^-^-'-^  pointing  oJt 

certain  obstacles  to  regional  cooperation. 

If. 7 1  "^f.TT  ^''^^^'^^^  ^'"^^  'he  Bangkok  Decla- 

ration which  marked  the  birth  of  ASEAN  on  8  August  1967,  are  appended 

hTsl^T:''''  "^'"^    ''''  '  ''''''  und^standingofthe  l^rts  of 


THE  ASEAN  AFTER 
THE  BALI  SUMMIT 


J.  Soedjad  DJIWANDONO 


I 

The  idea  on  the  possibility  and  the  need  of  a  meeting  of 
ASEAN  Heads  of  government  was  first  launched  and  widely  dis- 
cussed in  April  last  year,  at  a  time  when  developments  in  the  Indo- 
chinese  peninsula  were  reaching  a  climax  until  the  fall  of  Phnom 
Penh  and  Saigon  to  the  hands  of  the  communists,  which  prac- 
tically ended  the  war  that  had  been  going  on  for  several  decades. 

At  first  glance,  it  looked  as  though  the  very  developments  in 
Indochina,  which  can  be  regarded  as  a  turning  point  and  a  new 
leaf  in  the  history  of  Southeast  Asia,  have  prompted  the  holding  of 
the  ASEAN  Summit,  as  if  it  were  a  reaction  to  the  new  devel- 
opments. Thus  the  idea  was  first  launched  on  April  1 7  last  year  by 
President  Ferdinand  Marcos  of  the  Philippines,  "to  discu?s  the  im- 
plications of  the  events  in  Indochina  and  developments  of  other 
Asian  countries"^ 

Initial  differences  of  opinion,  as  seen  in  the  statement  made  by 
Singapore's  Prime  Minister  Lee  Kuan  Yew,  that  it  was  "too  pre- 
mature at  the  moment  to  hold  an  emergency  ASEAN  Summit  in 
connection  with  the  developments  in  Indochina"^,  seem  to  con- 
firm such  an  impression. 

Besides,  it  seems  quite  logical  to  hold  an  ASEAN  Summit  in  or- 
der to  give  a  collective  response  or  to  adopt  a  common  attitude 
precisely  on  account  of  the  differences  of  view,  attitude  and  evalu- 
ation, in  nuance  if  not  in  principle.  And  such  differences  would 
be  understandable,  for  although  events  in  Indochina  were  not  un- 


1  Antara,  18  April  1975 

2  Sinar  Harapan,  24  April  1975 
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expected,  the  great  momentum  by  which  they  occurred  took  many 
by  surprise  and  called  forth  reactions  that  gave  the  impression  of 
unpreparedness  on  the  part  of  ASEAN  member  countries  in  fac- 
ing the  new  developments  and  the  new  reality  in  Indochina. 

It  is  in  this  connection  that  reactions  to  the  ASEAN  Summit, 
such  as  die  statement  issued  by  the  Vietnamese  Armed  Forces  daily 
Nhan  Dan  on  the  eve  of  the  ASEAN  Summit,  accusing  ASEAN  as  if 
it  were  backed  by  the  US  might  to  establish  a  new  military  pact  di- 
rected against  the  revolutionary  movements  in  Indochina,  were 
understandable. 

Yet  from  the  documents  signed  during  the  ASEAN  Summit  in 
Bali,  it  is  obvious  that  the  Summit  was  not  a  mere  reaction  to  the 
new  realities  in  Indochina,  let  alone  "ganging  up"  of  the  ASEAN 
member  countries  against  their  neighbouring  countries  in  Indo- 
china. Therefore,  although  it  may  be  said  that  developments  in 
Indochina  had  increased  the  urgency  and  added  to  the  mo- 
mentum of  the  ASEAN  Summit  in  this  article  will  not  be  made  ex- 
clusively in  relation  to  the  developments  in  Indochina,  but  es- 
pecially from  the  viewpoint  of  the  extent  to  which  the  ASEAN 
Summit  has  contributed  to  the  efforts  atthe  consolidation  of  die  re- 
gional cooperation  in  Southeast  Asia.  Is  it  a  step  forward,  and  what 
are  the  prospects  and  problems  faced  by  ASEAN  in  the  future 
This  article  does  not  attempt  to  propose  any  definite  and  positive 
form  of  solution  to  the  problems  in  hand,  but  rather  to  point  out 
some  of  the  problems  to  be  faced  and  to  stimulate  further  dioughts 
and  discussions  towards  a  successful  regional  cooperation  of 
ASEAN  in  attaining  its  ideals. 


II 

Considering  the  differences  of  view  at  the  early  stage,  not  only 
on  die  need  and  urgency  of  an  ASEAN  Summit,  but  also  on  die 
date,  site,  and  the  problems  to  be  discussed,  and  what  is  more,  in 
view  of  certain  problems  that  contains  scents  of  potential  conflicts 
and  dissension  among  the  ASEAN  member  countries  such  as  the 
claim  over  Sabah  and  the  debate  on  the  idea  of  a  Free  Trade  Area, 
the  mere  fact  that  the  ASEAN  Heads  of  government  succeeded  in 
meeting  together  was  in  itself  a  great  success.  It  was  a  reflection  of 
the  spirit,  commitment,  and  growing  solidarity  of  the  ASEAN 
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member  countries.  The  beginning  part  of  the  preamble  to  the 
Declaration  of  ASEAN  Concord  states  that  the  ASEAN  Heads  of 
government  "Reaffirm  their  commitment  to  the  Declarations 
of  .  .  .  Bangkok  and  Kuala  Lumpur,  ..." 

But  furthermore,  the  signing  of  the  first  important  two  doc- 
uments by  the  ASEAN  Heads  of  Government,  viz.  the  Decla- 
ration of  ASEAN  Concord  and  the  Treaty  of  Amity  and  Cooper- 
ation, was  a  reaffirmation  of  the  regional  cooperation  of  ASEAN, 
which  has  been  thus  far  agreed  upon  and  implemented  so  that  one 
can  say  that  the  ASEAN  Summit  was  a  crowning  occasion  for  the 
regional  cooperation.  In  his  address  at  the  closing  of  the  ASEAN 
Summit  in  Bali,  Prime  Minister  Lee  Kuan  Yew  said  among  other 
things:  "From  now  on,  ASEAN  will  merit  more  than  a  desk  in  our 
respective  Foreign  Ministries.  The  Heads  of  State  and  Govern- 
ment have  now  given  their  imprimatur  to  ASEAN 's  wider  role  in 
our  economic  planning  and  development"^.  An^d  in  the  con- 
cluding section  of  the  Preamble  of  the  Declaration  of  ASEAN  Con- 
cord, the  ASEAN  Heads  of  Government  "Undertake  to  con- 
solidate the  achievements  of  ASEAN  ..." 


Ill 

That  the  ASEAN  is  basically  a  form  of  regional  cooperation 
with  an  emphasis  on  the  social,  economic,  and  cultural  fields,  has 
been  reaffirmed  and  further  elaborated  since  the  Summit  in  Bali, 
as  shown  in  the  programme  of  action  adopted  in  the  Declaration 
of  ASEAN  Concord.  Before  the  ASEAN  Summit,  there  had  been 
obvious  restraint  on  the  part  of  the  ASEAN  leaders  in  discussing 
any  problems  of  ASEAN  Cooperation  that  smacked  of  politics, 
and  more  particularly  of  defense  and  security  matters,  which  were 
usually  considered  sensitive,  so  as  to  avoid  misunderstanding,  mis- 
interpretation and  suspicion.  Moreover  it  had  often  been  main- 
tained that  ASEAN  was  a  regional  cooperation  in  social,  eco- 
nomic and  cultural  fields,  and  was  not  concerned  with  the  po- 
litical, defense  and  security  fields,  especially  in  the  military  sense. 
Though  the  Bangkok  Declaration,  which  marked  the  birth  of 


3  ASEAN  National  Secretariat  of  Indonesia,  Meeting  of  ASEAN  Heads  of  Government 
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ASEAN  on  August  8,  1967,  only  once  mentions  the  word  'po- 
litical', referring  to  the  formal  position  of  Minister  Adam  Malik  as 
Presidium  Minister  for  Political  Affairs,  which  has  nothing  to  do 
with  political  cooperation. 

This  does  not  mean,  however,  that  there  has  been  no  cooper- 
ation at  all  among  ASEAN  member  states  in  the  political 
field,  indeed,  there  has  even  been  cooperation  in  security  matters. 
But  such  cooperation  has  been  fostered  mainly  on  bilateral  basis, 
and  if  it  is  multilateral,  then  it  is  outside  the  framework  of  ASEAN. 
It  is  interesting  to  note,  that  particularly  with  respect  to  cooper- 
ation in  the  political  field,  it  has  been  more  or  less  an  established 
tradition  that  an  informal  meeting  is  usually  held  among  the 
ASEAN  foreign  ministers  following  the  official  annual  meeting  in 
the  fi-amework  of  ASEAN.  It  is  at  such  informal  meetings  that  con- 
sultations are  normally  conducted  on  political  issue  such  as  rela- 
tions between  the  ASEAN  member  states  and  the  PRC. 

« 

The  only  official  document  of  political  cooperation  within  the 
framework  of  ASEAN  prior  to  the  Summit  meeting  has  been  the 
Kuala  Lumpur  Declaration  on  the  neutralization  of  Southeast  Asia, 
which  was  subsequently  followed  by  a  meeting  of  senior  officials 
on  July  6-8,  1972,  in  which  they  came  to  a  common  understand- 
ing of  Southeast  Asia  as  a  zone  of  peace,  freedom  and  neutrality. 

The  ASEAN  Summit  in  Bali  has  not  only  confirmed  political 
cooperation  thus  far  conducted  among  the  ASEAN  member  coun- 
tries, but  it  has  officially  included  the  political  field  in  the  ft-ame- 
work  of  ASEAN  cooperation  as  well.  In  the  programme  of  action 
adopted  in  the  Declaration  of  ASEAN  Concord,  the  political  field 
is  explicitly  spelt  out  as  the  first  item.  Thus,  the  Summit  has  ob- 
viously not  only  confirmed  and  consolidated  ASEAN  Cooper- 
ation as  a  whole,  but  it  has  also  expanded  the  fields  of  cooper- 
ation in  the  framework  of  the  organization.  The  concluding  part 
of  the  preamble  states  as  follows:  "Undertake  to  consolidate  the 
achievements  of  ASEAN  and  expand  cooperation  in  the  eco- 
nomic, social,  cultural  and  political  fields". 

IV 

If  cooperation  in  the  political  field  has  made  some  progress 
and  the  Summit  in  Bali  has  expanded  the  regional  cooperation  of 
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ASEAN  to  include  the  political  field,  that  is  not  the  case  with  co- 
operation in  the  field  of  defense  and  security,  although  in  fact  the 
security  aspect  was  one  of  the  major  considerations  for  the  es- 
tablishment of  ASEAN,  as  it  is  clearly  stated  in  the  Bangkok  Dec- 
laration: "Considering  that  .  .  .  they  are  determined  to  ensure 
their  stability  and  security  from  external  interference  in  any  form 
or  manifestation  in  order  to  preserve  their  national  identities  in  ac- 
cordance with  the  ideals  and  aspirations  of  their  peoples". 

It  is  true  —  as  has  often  been  maintained  that  the  ASEAN  is  not 
a  regional  cooperation  in  the  fields  of  security  and  defense,  let 
alone  a  military  pact  or  directed  towards  the  establishment  of  a 
military  pact  —  some  form  of  cooperation  in  security  matters  has 
been  fostered  among  ASEAN  member  countries,  on  a  bilateral  or 
even  on  a  multilateral  basis,  but  never  in  the  framework  of  ASEAN 
comprising  all  ASEAN  member  countries. 

There  has  been,  for  example,  cooperation  between  Malaysia 
and  Thailand  in  the  form  of  joint  operations  against  the  com- 
munists along  their  common  borders,  which  in  fact  began  in  1964, 
prior  to  the  birth  of  ASEAN;  there  has  been  similar  cooperation 
between  Malaysia  and  Indonesia;  between  the  Philippines  and  In- 
donesia in  safeguarding  the  common  borders  against  smuggling, 
illegal  fishing,  piracy  and  illegal  border  crossing;  and  other  forms 
of  cooperation  on  bilateral  bases  in  the  field  of  defense  and  se- 
curity such  as  exchange  of  intelligence  and  joint  military/  exercises. 
But  as  mentioned  earlier,  if  the  Summit  has  confirmed  cooper- 
ation in  the  political  field  and  promoted  it  to  the  regional  level 
within  the  framework  of  ASEAN,  it  did  not  promote  cooperation 
in  the  field  of  defense  and  security  to  that  level.  It  only  confirmed 
the  way  by  which  cooperation  among  ASEAN  member  states  in  the 
field  of  defense  and  security  has  been  fostered  so  far  outside  the 
ASEAN  framework. 

In  the  programme  of  action  adopted  in  the  Declaration  of 
ASEAN  Concord,  cooperation  in  security  matters  is  dealt  with  in  a 
single  sentence:  "Continuation  of  cooperation  on  a  non-ASEAN 
basis  between  the  member  states  in  accordance  with  their  mutual 
needs  and  interests",  thus  endorsing  and  continuing  such  cooper- 
ation so  far  conducted,  that  is,  outside  the  ASEAN  framework,  be 
it  a  bilateral  or  multilateral  basis.  And  indeed,  in  the  concluding 
section  of  the  preamble  to  the  Declaration  of  ASEAN  Concord,  as 
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quoted  above,  which  provides  for  the  expansion  of  the  ASEAN  co- 
operation to  include  the  political  field  no  mention  is  made  of  de- 
fense and  security  matters. 

V 

This  certainly  does  not  imply  that  defense  and  security  matters 
are  of  no  importance  and  that  it  can  have  no  room  in  the  frame- 
work of  ASEAN.  Not  only  was  security  consideration  an  im- 
portant part  of  the  motivation  of  the  estabUshment  of  ASEAN,  but, 
as  stated  earlier,  the  aims  and  purposes  of  the  association,  as  stated 
in  the  Bangkok  Declaration,  would  not  be  attained  if  stability  and 
security  in  each  of  the  member  states  and  in  the  region  of  South- 
east Asia  as  a  whole  were  not  secured. 

This  is  not  to  suggest  that  first  of  all  ASEAN  should  have  start- 
ed with  cooperation  in  the  field  of  defense  and  security  in  order  to 
create  and  maintain  the  stability  and  security  required  for  the  at- 
tainment of  the  aims  and  purposes  of  regional  cooperation  in  the 
other  fields.  If  the  main  consideration  for  establishing  the  ASEAN 
was  an  awareness  of  the  existence  of  mutual  interests  and  common 
problems  as  stated  in  the  Bangkok  Declaration,  "Mindful  of  the 
existence  of  mutual  interests  and  common  problems  among  the 
countries  of  Southeast  Asia  .  .  .",  ASEAN  has  definitely  begun  with 
cooperation  in  the  right  fields,  i.e.  non-political  and  non-military 
fields,  a  cooperation  which  excludes  defense  and  security  matters. 

The  social,  economic  and  cultural  fields  are  not  so  sensitive  and 
likely  to  arouse  suspicion,  misunderstanding  and  misinter- 
pretation as  the  political  field  and  the  field  of  defense  and  se- 
curity. Moreover,  it  is  in  these  fields  that  mutual  interests  and  com- 
mon problems  are  more  easily  identified,  mutual  understanding 
more  easily  achieved  and  tangible  results  more  speedily  attained 
and  felt. 

One  would  now  wonder  whether  it  is  necessary  and  possible  in 
due  time  to  promote  cooperation  in  defense  and  security  matters 
hitherto  conducted  mainly  on  a  bilateral  basis  cunong  ASEAN 
member  countries,  to  the  regional  level  in  the  framework  of 
ASEAN,  if  not  even  of  Southeast  Asia  as  a  whole. 

If  it  is  agreed  that  each  of  the  ASEAN  member  countries  is  to 
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promote  its  own  national  resilience  and  collectively  through  re- 
gional cooperation  they  are  to  develop  regional  resilience  as  stated 
in  the  Declaration  of  ASEAN  Concord:  "Each  member  states  re- 
solves to  eliminate  threats  ...  to  its  stability,  thus  strengthening 
national  and  ASEAN  resilience",  it  seems  necessary  in  time  to  pro- 
mote cooperation  in  the  field  of  defense  and  security  hitherto  con- 
ducted among  ASEAN  member  countries  to  the  regional  level  in 
the  framework  of  ASEAN.  National  resilience  is  a  comprehensive 
concept,  comprising  all  the  aspects  of  national  life,  including  that 
of  defense  and  security  as  an  integral  and  inseparable  element. 
This  is  exacdy  what  they  want  to  develop  into  regional  resilience  of 
the  ASEAN.  Therefore  it  is  also  necessary  to  further  advance  and 
expand  the  cooperation  of  ASEAN  so  as  to  cover  all  the  vital 
aspects  of  national  and  regional  life  affecting  the  continued  ex- 
istence and  welfare  in  the  widest  sense  of  the  word,  of  all  the 
peoples  in  this  region,  in  particular  the  ASEAN  member  countries. 
And  these  certainly  include  the  field  of  defense  and  security,  which 
is  mainly  our  common  responsibility,  if  national  and  regional 
resilience  should  imply  the  principle  of  self-reliance,  without  un- 
due reliance  on  foreign  powers.  Paragraph  12  of  the  Treaty  of 
Amity  and  Cooperation  states  as  follows:  "The  High  Contracting 
parties  in  their  efforts  to  achieve  regional  prosperity  and  security, 
shall  endeavour  to  cooperate  in  all  fields  for  the  promotion  of 
regional  resilience,  based  on  the  principle  of  self-confidence,  self- 
reliance,  mutual  respect,  cooperadon  and  solidarity  which  con- 
stitute the  foundadon  for  a  strong  and  viable  community  of 
nadons  in  Southeast  Asia". 


VI 

If  it  is  necessary  to  promote  cooperadon  in  the  field  of  defense 
and  security  to  the  regional  level  in  the  context  of  ASEAN,  the  next 
quesdon  would  be  whether  it  is  possible,  and  if  so,  in  what  form.  It 
seems  that  it  is  not  easy  to  answer  such  quesdons.  But  it  seems  ob- 
vious that  the  most  important  problem  to  be  solved  before  re- 
gional cooperadon  in  the  field  of  defense  and  security  could  be  re- 
alized, would  be  the  problems  of  percepdon  among  ASEAN  mem- 
ber countries  of  defense  and  security  problems,  especially  a  com- 
mon percepdon  of  the  nature  and  source  of  threat  to  the  security 
and  stability  of  each  of  the  member  countries  and  of  Southeast 
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Asia  as  a  whole.  It  is  based  on  such  a  common  perception  that  a 
collective  approach  may  be  developed  to  common  problems  in  the 
field  of  defense  and  security  or  to  a  possible  common  direat,  if 
there  were  such  a  threat. 

This  is  the  principle  problem  that  has  to  be  solved  first.  It  is 
likely  one  ASEAN  member  state  differs  from  another  in  perceiving 
its  defense  and  security  matters  and  die  threat  to  its  security  and 
stability.  One  nation  may  perceive  the  threat  to  its  security  in  the 
form  of  an  open  invasion  by  an  outside  power;  another  may  con- 
sider infiltration  or  subversion  as  the  main  form  of  threat  to  its 
security;  or  other  forms  of  threats,  from  within  or  from  without. 
Different  forms  and  natures  of  threat  will  need  different  ap- 
proaches and  different  arrangements  of  defense  and  security. 

The  ASEAN  Summit  in  Bali  can  be  said  to  have  reached  some 
sort  of  consensus  on  the  perception  of  threat,  though  in  still  very 
general  terms,  that  is,  a  threat  posed  by  subversion  as  stated  in  the 
Declaration  of  ASEAN  Concord  in  the  part  quoted  earlier,  which 
more  fully  states  that,  "Each  member  state  resolves  to  eliminate 
threats  posed  by  subversion  to  its  stability,  thus  strengthening 
national  and  ASEAN  resilience".  But  the  past  experiences  of  the 
Southeast  Asian  countries  show  that  subversion  has  had  different 
motivations,  although  basically  it  has  been  ideologically  mod- 
vated,  pardcularly  by  the  ideology  of  communism,  and  has  taken 
the  form  of  a  communist  movement.  But  other  movements  that  are 
also  engaged  in  subversive  activities  in  attaining  their  objec- 
dves  such  as  separatist  movements,  with  their  social,  economic  and 
cultural,  s.uch  as  religious,  ethnic,  and  racial  backgrounds,  can  also 
be  classified  as  subversion. 

Aside  from  that,  in  fact  there  has  been  even  a  consensus  since 
the  incepdon  of  ASEAN,  on  a  form  of  external  threat  to  die  se- 
curity of  the  ASEAN  member  countries,  although  it  is  also  general 
in  character,  as  can  be  seen  in  one  of  the  considerations  of  the 
Bangkok  Declaration  quoted  earlier:  "Considering  that  .  .  .  they 
are  determined  to  ensure  their  stability  and  security  from  external 
interference  in  any  form  or  manifestadon  .  .  .".  As  a  general  state- 
ment it  will  suffice  if  they  reject  any  outside  interference  in  any 
form  or  manifestadon.  But  in  order  to  promote  cooperadon  ui  the 
field  of  defense  and  security,  a  clearer  picture  of  the  form  of  inter- 
ference that  may  be  perceived  as  a  threat  and  the  source  of  that 
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kind  of  threat,  is  needed,  although  this  should  remain  subject  to 
review  from  time  to  time  in  the  light  of  current  developments  in 
the  world,  especially  in  Asia  and  Southeast  Asia. 

In  this  connection  .it  seems  necessary  for  the  ASEAN  member 
countries  to  reconsider  and  re-examine  problems  of  defense  and 
security  that  they  are  facing  today  and  those  they  are  likely  to  face 
in  the  future,  taking  into  account  the  developments  in  the  world  at 
large  and  in  Asia  and  the  Pacific  in  particular,  which  will  have  an 
impact  on  the  region  of  Southeast  Asia,  directly  or  indirectly.  Par- 
ticularly, the  new  realities  in  the  Indochinese  peninsula  have  to  be 
taken  into  account,  with  all  their  possible  implications  for  the  re- 
gion of  Southeast  Asia,  especially  with  the  emergence  of  new  re- 
gimes in  the  Indochinese  countries,  whose  intentions  towards 
ASEAN  or  Southeast  Asia  as  a  whole,  are  still  difficult  to  ascer- 
tain. Also,  they  have  to  take  into  account  the  implications  of  the  US 
withdrawal,  especially  in  the  military  sense,  from  the  Southeast 
Asian  region,  which  not  only  has  shaken  the  credibility  of  the  US 
might  and  its  commitment  and  put  to  question  the  significance  and 
the  need  of  foreign  military  bases  in  certain  ASEAN  member  coun- 
tries —  entailing  economic  and  psychological  aspects  on  the  coun- 
tries concerned,  which  for  years  had  been  used  to  relying  on  US 
power  for  the  maintenance  of  their  security  —  but  has  also  created 
the  impression  of  a  power  vacuum  in  this  area,  thereby  inviting 
other  great  powers  to  fill  what  is  perceived  as  a  vacuum.  This 
would  increase  the  possibility  of  a  conflict  of  interests  among 
different  countries,  particularly  the  great  powers,  in  Southeast 
Asia,  is  not  something  new.  But  such  developments  as  described 
above,  in  spite  of  what  is  known  as  a  detente  between  the  great  po- 
wers will  not  be  favourable  for  the  security  situation  of  Southeast 
Asia.  Indeed  the  detente  between  the  US  and  the  USSR  will  pre- 
cisely pose  new  challenges  to  Asia  and  Southeast  Asia,  not  only  be- 
cause the  detente,  which  is  expected  to  reduce  the  possibility  of  nu- 
clear confrontation  between  the  great  powers,  will  not  necessarily 
reduce  the  possibility  of  local  wars  in  the  conventional  sense,  if  not 
even  further  induce  such  wars,  but  especially  on  account  of  its  de- 
tente with  the  United  States,  the  USSR  would  be  able  to  concen- 
trate its  attention  on  Asia  in  the  face  of  the  PRC.  The  same  can  be 
said  with  regard  to  the  PRC  on  account  of  its  detente  with  the  USA, 
in  the  face  of  the  USSR,  as  long  as  these  two  great  communist  po- 
wers persist  in  their  dispute  and  rivalry  over  a  dominant  position 


11 


THE  INDONESIAN  Q,UARTERLY 

and  leadership*,  not  only  among  the  socialist  countries,  but  also 
among  the  Asian  countries  and  other  groupings  of  nations. 

This  does  not  necessarily  mean  that  such  development  will  di- 
rectly threaten  the  security  of  Southeast  Asian  countries,  par- 
ticularly ASEAN,  or  this  region  as  a  whole.  But  the  implications  of 
such  developments  have  to  be  taken  into  account  for  the  ASEAN 
member  countries  in  terms  of  their  relationship  with  other  coun- 
tries, especially  the  great  powers,  and  in  the  light  of  internal  situ- 
ations and  developments  of  each  of  the  member  countries.  Cer- 
tain conditions  contains  seeds  of  potential  conflict  in  society  which 
can  easily  be  exploited  by  internal  subversive  elements  or  by  out- 
side powers,  for  purposes  that  are  not  in  their  best  national  in- 
terests and  which  will  pose  a  threat  to  their  stability  and  security 
individually  as  well  as  collectively,  although  these  conditions  in 
themselves  may  not  directly  constitute  a  threat.  These  potential 
conflicts  may  be  related  with  differences  in  social,  economic  and 
cultural,  especially  racial,  ethnic  and  religious  backgrounds  in  so- 
ciety. The  same  is  done  with  regard  to  conditions  containing  scents 
of  social  discontents,  and  frustrations  resulting  from  bad  eco- 
nomic conditions  marked  by  unemployment,  inflation  and  uneven 
distribution  of  wealth,  or  from  an  unhealthy  democratic  life  such 
as  the  failure  of  democratic  institutions  in  their  proper  functions. 

These  are  some  of  the  factors  which  would  need  to  be  con- 
sidered in  trying  to  develop  a  common  perception  among  the 
ASEAN  member  countries,  of  the  nature  and  source  of  possible 
threats  to  their  stability  and  security.  This  article  itself  will  not 
attempt  to  propose  any  definite  perception  of  threat  to  be  devel- 
oped by  the  ASEAN  member  countries.  It  seeks,  rather,  to  em- 
phasize the  need  for  the  ASEAN  member  countries  to  develop  such 
a  common  perception,  and  to  point  out  some  problems  for  fur- 
ther thought  and  discussions  towards  their  solutions  before  they 
move  further  to  promote  their  cooperation  in  the  field  of  defense 
and  security  to  the  level  of  ASEAN.  Because  only  on  the  basis  of  a 
common  perception  pf  their  security  problems,  particularly  of  the 
nature  and  source  of  threat,  can  the  ASEAN  member  countries  de- 
velop a  common  approach  to  such  problems  and  subsequently  de- 


4  Daoed  Joesoef,  "Sense  and  Nonsense  dari  Detente",  Anaiisa  Mtualah-masalah  In- 
lemasional  (Jakarta:  CSIS),  Th.  11  No.  8  {August  1973) 
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cide  together  on  the  means  and  forms  of  their  regional  cooper- 
ation in  the  field  of  defense  and  security. 

VIII 

As  mentioned  earlier,  political  problems,  and  above  all  prob- 
lems of  defense  and  security,  are  indeed  sensitive,  especially  in  the 
context  of  regional  cooperation.  Cooperation  in  the  field  of  de- 
fense and  security  among  ASEAN  member  countries  had  nqt  even 
reached  the  regional  level  in  the  framework  of  ASEAN,  when  there 
aroused  misunderstanding,  suspicions,  even  accusations,  such  as 
those  launched  by  the  Vietnamese  Armed  Forces'  daily  mentioned 
at  the  beginning  of  this  article. 

That  kind  of  attitude  may  be  due  to  lack  of  knowledge  and  in- 
formation, or  lack  of  understanding.  But  it  may  also  be  due  to  prej- 
udice used  as  a  pretext  for  their  hostility  against  ASEAN,  and  at 
the  same  time  to  help  them  overcome  their  own  internal  problem, 
particularly  in  their  efforts  to  promote  unity  among  the  Indo- 
chinese  countries.  If  the  reason  for  such  an  attitude  was  the  exist- 
ence of  foreign  military  bases  in  Thailand  and  the  Philippines,  it 
must  be  remembered  that  at  present  those  bases  have  been  under 
review  and,  endorsing  the  statement  in  the  Bangkok  Declaration 
that  air  foreign  bases  in  Southeast  Asia  are  of  temporary  nature. 

It  seem,  however,  that  the  accusations  as  if  the  ASEAN  were 
heading  towards  the  establishment  of  a  military  pact  backed  by  a 
great  power,  are  understandable,  especially  in  the  context  of  re- 
gional cooperation  in  the  field  of  defense  and  security.  One  of  the 
reasons  may  be  the  fact  that  military  pacts  backed  by  big  power 
such  as  SEATO  and  NATO  by  the  USA,  Warsaw  Pact  by  the  Soviet 
Union,  have  been  the  only  form  of  multilateral  cooperation  in  the 
field  of  defense  and  security,  so  that  one  would  bother  to  think  of 
other  possible  alternatives.  And  now  that  SEATO  is  practically  no 
longer  in  existence,  it  seems  logical  if  ASEAN  should  be  suspected 
of  being  a  substitute  for  SEATO,  especially  if  the  scope  of  ASEAN 
cooperation  should  be  expanded  to  include  the  field  of  defense 
and  security. 

In  fact  if  the  establishment  of  a  military  pact  were  indeed 
desired  by  the  ASEAN  member  countries,  whatever  die  consider- 
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ations,  it  would  be  their  right  to  do  so,  if  that  should  be  considered 
to  be  in  their  best  interests,  individually  as  well  as  collectively.  But 
the  point  is  that  it  is  by  no  means  the  case.  Thus,  not  only  are  the 
accusations  unfounded  and  erroneous,  but  the  ASEAN  rejects 
military  pacts  as  a  matter  of  principle  and  not  out  of  fear  of  such 
accusations.  A  military  pact  which  is  only  emphasizing  on  the  mili- 
tary approach  to  defense  and  security  problems  is  not  only  ineffec- 
tive, but  the  reliance  upon  great  powers  would  easily  invite  out- 
side interference  that  no  ASEAN  member  states  would  desire,  as 
stated  in  the  Bangkok  Declaration. 

Thus  if  the  scope  of  the  regional  cooperation  of  ASEAN  should 
be  expanded  to  cover  the  field  of  defense  and  security,  the  prob- 
lem must  be  solved  as  to  what  form  of  cooperation  should  be 
developed  that  would  constitute  an  alternative  to  a  military  pact, 
once  the  problem  of  common  perception  as  discussed  above  is 
solved.  It  is  possible  not  only  that  cooperation  in  the  field  of  de- 
fense and  security  thus  far  conducted  among  ASEAN  member 
countries  can  be  promoted  to  the  regional  level  in  the  framework 
of  ASEAN,  but  that  in  the  long  run  such  a  cooperation  would  also 
include  other  aspects  of  defense  and  security  according  to  their 
common  interests  and  in  the  light  of  new  developments. 

IX 

Whatever  the  case,  the  problem  of  defense  and  security  will 
likely  be  one  of  great  importance  to  be  faced  by  the  ASEAn  after 
the  Bali  Summit,  would  need  serious  attention  and  serious  thought. 
Although  the  problem  of  cooperation  in  this  field  has  so  far  been 
considered  sensitive,  just  as  the  earlier  case  of  cooperation  in  the 
political  field,  but  if  the  problems  of  defense  and  security  are 
realized,  avoiding  thought  and  discussions  on  them  would  not  help 
to  solve  them.  On  the  contrary  these  problems  have  to  be  faced 
directly,  although  their  solution  may  not  immediately  be  found, 
but  only  gradually  and  step  by  step. 

The  idea  of  an  Asian  collective  security  system  initially  launch- 
ed by  Brezhnev  of  the  USSR  in  1969,  whatever  the  motives  and 
considerations,  at  least  indicates  the  USSR  interest  in,  and  aware- 
ness of  the  security  problems  and  the  need  for  a  cooperation  in  the 
field  of  defense  and  security  in  Asia,  which  certainly  includes  South- 
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east  Asia,  although  their  perception  of  the  security  problems  in 
our  region  may  not  coincide  or  be  in  line  with  that  of  the  ASEAN 
member  states.  If  it  is  against  the  wish  of  the  Southeast  Asian 
nations  that  decisions  affecting  their  future  in  their  own  area  are 
made  or  very  much  influenced  by  the  initiatives  of  other  countries, 
particularly  great  powers,  and  if  they  believe  in  the  principle  of 
self-reliance,  which  is  the  basis  of  national  and  regional  resilience, 
they  have  to  take  upon  themselves  the  responsibility  for  the  stabili- 
ty and  security  of  their  region,  and  together  make  their  own 
decisions  regarding  their  own  future,  their  own  security  and  their 
own  welfare,  on  the  basis  of  their  common  perception  of  the 
problems  they  face  together.  Otherwise,  one  should  not  be  sur- 
prised if  one  day  any  country  in  this  region  should  depend  more 
and  more  on  outside  powers  by  continuing  to  invite  foreign  bases 
into  its  territory  or  by  becoming  a  member  of  a  military  pact,  or 
should  subscribe  to  a  foreign  idea  such  as  the  establishment  of  an 
Asian  collective  security  system  suggested  by  the  USSR,  in  search 
for  what  it  may  think  an  assurance  or  a  guarantee  for  the 
maintenance  of  its  security. 

X 

Another  problem  to  be  faced  by  the  ASEAN  member  states 
after  the  Bali  Summit  is  the  problem  of  their  relationship  between 
ASEAN  on  the  one  hand  and  the  Indochinese  on  the  other.  As  far 
as  the  ASEAN  is  concerned,  the  atdtude  is  clear  in  that  in  principle 
ASEAN  is  open  for  participadon  to  the  other  countries  in  the 
region.  This  is  clearly  stated  in  the  Bangkok  Declaration,  the  Treaty 
of  Amity  and  Cooperation,  and  even  in  the  agreement  on  the  es- 
tablishment of  a  joint  ASEAN  Secretariate.  This  is  on  the  condi- 
tion, of  course,  that  those  countries  approve  the  principles  and  the 
aims  of  the  association. 

Furthermore,  a  press  statement  issued  by  the  eighth  ASEAN 
Ministrial  meeting  in  Kuala  Lumpur  on  May  13-15,  1975  says 
among  other  things: 

1.  The  Ministers  expressed  their  readiness  to  enter  into  friendly 
and  harmonious  reladonship  with  each  nadon  in  Indochina. 
They  also  reiterated  their  willingness  to  cooperate  with  these 
countries  in  the  common  task  of  national  development  for  the 
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benefit  of  their  respective  peoples  as  well  as  for  the  greater 
good  of  the  region  on  the  basis  of  a  strict  adherence  by  all 
countries  to  the  principles  of  peaceful  co-existence  and 
mutually  beneficial  cooperation,  non-interference,  respect  for 
sovereignty  and  territorial  integrity,  equality  and  justice,  in  the 
conduct  of  their  relations  with  one  another. 

2.  The  Ministers  recognised  the  existence  of  broadly  different 
social  systems  in  Southeast  Asia.  They  believed,  however,  that 
differences  in  social  and  political  systems  in  the  countries  of 
Southeast  Asia  should  not  be  an  obstacle  to  the  development  of 
constructive  and  mutually  beneficial  relations  among  them. 
The  Ministers  noted  that  the  different  social  systems  of  ASEAN 
countries  reflected  best  the  character,  hopes  and  aspirations  of 
their  respective  peoples.  Hence,  they  were  confident  of  the 
continuing  resilience  of  their  systems  and  were  determined  to 
safeguard  and  promote  them  for  the  well-being  of  their 
peoples^ 

And  the  joint  press  communique  issued  at  the  closing  of  the 
Summit  in  Bali  the  ASEAN  governments  stated  among  others  that 
they  reaffirmed  the  determination  of  their  respective  Govern- 
ments to  continue  to  work  for  the  promotion  of  peace,  stability 
and  progress  in  Southeast  Asia,  thus  contributing  towards  world 
peace  and  international  harmony.  To  this  end  they  expressed  their 
readiness  to  develop  fruitful  relation  and  mutually  beneficial 
cooperation  with 'other  countries  in  the  region. 

Therefore  the  question  on  both  the  membership  of  other 
Southeast  Asian  countries  in  the  ASEAN  and  the  relationship 
between  these  countries  on  the  one  hand  and  ASEAN  on  the  other, 
is  now  mainly  their  problem.  The  principle  is  clear  as  far  as  the 
ASEAN  member  countries  are  concerned,  and  if  there  is  a  mutual 
interest  and  goodwill,  an  agreement  may  be  reached  on  the  ways 
and  means  for  its  realization. 

Thus  it  is  obvious  that  diere  has  never  been  an  intention  on  the 
part  of  the  ASEAN  member  states  to  adopt  an  attitude  of  confron- 
tation against  the  Indochinese  countries.  On  the  contrary,  the 


5  Sekretariat  Nasional  ASEAN  Depanemen  Luar  Negeri  R.I.,  Sewindu  'ASEAN  1967- 
(August  1975),  p.  124 
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door  is  open  for  a  friendly  relationship  and  cooperation,  for  never 
has  ASEAN  been  intended  to  isolate  the  member  countries  from 
other  countries  or  regions  in  the  world.  For  the  sake  of  economic 
growth,  the  ASEAN  countries  as  stated  at  the  end  of  paragraph  6  of 
the  Treaty  of  Amity  and  Cooperation,  "shall  continue  to  explore 
all  avenues  for  close  and  beneficial  cooperation  with  other  states  as 
well  as  international  and  regional  organizations  outside  the 
region."  And  relations  and  cooperation  with  the  Indochinese 
countries  can  be  fostered  through  their  membership  in  the  ASEAN 
at  the  appropriate  time,  or  through  bilateral  relationship  with  each 
of  the  ASEAN  member  countries,  or  through  an  intra-regional 
cooperation,  namely,  between  the  ASEAN  on  the  one  hand  and 
the  Indochinese  countries  as  another  grouping  in  this  region  on 
the  other. 

In  this  connection  it  is  to  be  noted  that  differences  in  social  and 
political  systems  should  not  be  an  obstacle  to  relations  and 
cooperation  among  nations,  although  it  may  be  true  that  such 
relations  and  cooperation  will  not  be  as  smooth  as  those  among 
nations  of  basically  similar  social  and  political  systems.  But  in  this 
context  it  needs  to  be  stressed  that  although  the  ASEAN  member 
countries  are  non-communist,  if  not  even  anti-communist,  it  is 
particularly  true  with  respect  to  their  domestic  policies,  and  it  is 
not  directed  to  the  communist  countries  themselves.  In  other 
words  the  non  or  anti-communist  attitude  of  the  ASEAN  countries 
is  not  part  of  their  foreign  policy.  Nevertheless,  relations  and 
cooperation  will  only  be  possible  if  such  an  attitude  is  mutual,  if 
the  principle  of  non-interference  in  each  other's  domestic  affairs  is 
consistently  observed,  and  if  no  attempt  is  made  to  impose  the 
socio-political  system  of  one  country  upon  another. 

Whatever  form  of  relationship  and  cooperation  among  the 
ASEAN  countries  on  the  one  hand  and  the  Indochinese  countries 
on  the  other,  and  whether  or  not  it  implies  their  membership  in 
the  ASEAN,  all  the  countries  of  Southeast  Asia  should  have  the 
responsibility  for  the  creation  and  maintenance  of  stability  and 
security  in  this  region.  And  any  form  of  confrontation  among  the 
Southeast  Asian  countries  would  disturb  the  stability  and  security 
of  the  region.  Therefore,  apart  from  the  interest  and  influence  of 
other  countries,  particularly  the  great  powers,  for  the  maintenance 
of  stability  and  security,  which  is  badly  needed  for  the  success  of 
the  national  development  of  each  country  for  the  progress  and 
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welfare  of  all  the  peoples  in  this  region,  the  best  alternative  would 
be  good  relations  and  cooperation  among  the  nations  of  this 
region. 

XI 

Thus  the  Bali  Summit  has  constituted  a  new  phase  in  the 
history  of  Southeast  Asian  Cooperation,  which  is  a  decisive  step  for 
the  ASEAN  to  face  its  future.  It  has  laid  stronger  foundations  for 
the  consolidation,  promotion  and  expansion  of  ASEAN  Coopera- 
tion in  various  fields.  It  has  even  adopted  a  wide  program  of  action 
to  be  carried  out  for  the  realization  of  the  ideals  of  ASEAN,  and  for 
that  purpose  it  has  also  laid  a  basis  for  the  improvement,  promo- 
tion and  development  of  the  machinary,  structure,  and  organi- 
zation of  ASEAN,  among  other  things  through  the  establishment 
the  joint  secretariate  of  ASEAN  in  Jakarta. 

Surely,  the  ASEAN  Summit  has  not  dealt  with,  let  alone  solved 
all  the  problems  if  faced.  As  it  is  clear  frorn  the  above  analysis, 
there  are  still  many  problems  which  have  to  be  faced  and  further 
discussed  for  their  solution.  Even  what  has  been  decided  needs  to 
be  worked  out  before  it  can  be  implemented.  As  stated  in  the  joint 
press  communique  issued  at  the  end  of  the  Summit,  a  meeting  of 
ASEAN  economic  ministries  will  be  convened  in  Kuala  Lumpur  on 
8-9  March,  1976  to  consider  measures  to  be  taken  towards  the  im- 
plementation of  the  decisions  of  the  Summit  on  economic 
cooperation,  which  is  specifically  spelt  out  in  the  statement. 

But  under  the  present  circumstances,  it  can  be  said  that  as  a 
turning  point  in  the  ASEAN  cooperation,  die  ASEAN  Summit  in 
Bali,  which  has  laid  stronger  foundations  for  a  closer  and  wider 
cooperation  among  Southeast  Asian  countries,  particularly  in  the 
framework  of  ASEAN,  has  been  a  great  success,  and  it  has  achieved 
the  most  it  could. 

From  the  point  of  view  of  the  decisions  made  on  paper,  every- 
thing sounds  good  and  promising,  and  the  ASEAN  seems  to  have  a 
bright  future.  However,  a  proper  evaluation  should  certainly  not 
be  based  only  upon  what  is  decided  on  paper,  but  on  how  far  it  will 
be  realized,  further  pursued  through  its  follow-up How  soon  all 
this  can  be  realized,  and  to  what  extent,  would  certainly  depend  on 
objective  factors,  internal  as  well  as  external:  the  potential  and 
capabilities  of  the  ASEAN  member  state,  as  well  as  the  conditions 
and  developments  outside  the  ASEAN. 
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But  aside  from  all  these  subjective  factors,  especially  the  human 
factor  as  agent  of  implementation  for  the  realization  of  the  ideals 
of  ASEAN,  for  the  implementation  of  what  has  been  decided, 
would  finally  play  a  very  decisive  role  in  a  successful  imple- 
mentation of  the  cooperation  of  ASEAN.  Not  only  the  top  national 
leadership  of  each  of  the  ASEAN  member  state,  but  also  the 
leaders  at  all  levels  and  all  those  who,  directly  or  indirectly,  one 
way  or  another,  are  involved  in  the  implementation  and  develop- 
ment of  ASEAN  cooperation.  They  should  be  firmly  convinced  of 
the  principles  and  the  idea  of  ASEAN  with  all  its  aims  and  pur- 
poses. Besides,  the  ASEAN  cooperation  would  not  be  successful 
without  the  support  and  participation  of  all  the  peoples  of  ASEAN. 
Hence  the  need  for  continuous  efforts  for  the  socialization  of 
ASEAN. 

In  this  connection,  one  must  also  develop  the  ability  to  view 
one's  national  interests  in  the  wider  context  of  regional  interests. 
This  implies  that  in  some  cases  a  litde  of  the  national  interest, 
which  in  the  long  run  and  in  a  wider  scope,  would  eventually  also 
serve  the  national  interest.  This  is  certainly  not  easy,  especially  in 
view  of  the  fact  thatmost  of  the  ASEAN  member  countries  are  re- 
latively young,  in  the  sense  that  they  have  only  recently  gained  their 
independence,  so  that  not  infrequendy  they  tend  to  give  in  to 
strong,  sensitive,  and  narrow  nationalist  sentiment,  which  is  not 
favourable  for  the  promotion  of  regional  spirit  and  solidarity.  Ex- 
cessive awareness  of  national  sovereignty  can  hamper  regional 
cooperation  especially  if  it  is  accompanied  by  suspicions  and  fear 
of  anything  that  may  be  considered  as  a  threat  to  national 
sovereignty. 

Tha  t  is  why,  in  the  framework  of  the  socialization  of  ASEAN, 
an  ASEAN  awareness,  spirit  and  solidarity  should  also  be 
promoted.  To  that  end,  communications  among  the  ASEAN  so- 
cieties should  continue  to  be  developed  so  that  mutual  under- 
standing and  mutual  trust  can  be  fostered,  and  mutual  prejudice 
and  suspicions  overcome. 

On  such  bases,  various  problems  and  differences  among  the 
ASEAN  member  countries  that  may  constitute  sources  of  potential 
conflicts  may  be  overcome  peacefully  through  direct  consultations 
between  the  parties  concerned  on  the  bases  of  good  will  and 
mutual  respect,  so  that  the  unity  and  continued  existence  of 
ASEAN  can  be  assured  towards  the  realization  of  its  ideals. 
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POLITICAL,  ECONOMIC  AND 
STRATEGIC  DEVELOPMENTS 
OF  SOUTHEAST  ASIA 
WITH  PARTICULAR  EMPHASIS 
ON  THE  FUTURE  OF  ASEAN 

Ali  MOERTOPO 


The  Association  of  Southeast  Asian  Nations  or  ASEAN  is  an 
evolving  regional  grouping  and  cooperation.  It  does  not  comprise 
all  the  countries  that  geographically  used  to  be  considered  as 
belonging  to  Southeast  Asia.  It  was  founded  in  August  8,  1967  by 
only  five  nation-states  of  this  part  of  the  world  that  happened  to 
be  non-communist  countries,  namely  Thailand,  Malaysia,  Singa- 
pore, Indonesia  and  the  Philippines.  Since  dien  the  number  of  its 
member- states  has  remained  unchanged. 

In  fact  regional  cooperation  has  been  an  objective  of  the  non- 
communist  Soudieast  Asian  states  since  die  end  of  World  War  II 
but  litde  concrete  efforts  were  made  undl  the  1960s.  Such  names  as 
ASA  (Association  of  Southeast  Asia)  and  MAPHILINDO  (Malay- 
sia, Philippines,  and  Indonesia)  have  been  written  in  the  polidcal 
history  of  the'region.  These  earlier  attempts  before  ASEAN  were 
aborted  because  of  political  differences.  The  issues  which  led  to  the 
breakup  of  ASA  and  MAPHILINDO  were  the  Sabah  claim,  Indo- 
nesian confrontation,  the  rivalry  for  regional  leadership  and 
differences  among  personalities.  In  mid- 1966,  with  the  normal- 
isation of  relations  among  the  disputing  parties,  the  political 
situation  in  the  ASEAN  area  was  conducive  to  the  formation  of  a 
new  regional  organisation  that  embraces  more  Southeast  Asian 
countries  than  the  earlier  two  associations  did.  Indonesia  re- 
established her  relations  with  Malaysia  and  the  Philippines  agreed 
to  accept  the  Indonesian  initiative,  that  is,  ASEAN  and  abort  the 
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Malaysian  proposal,  that  is,  ASA,  and  agreed  to  settle  their  polit- 
ical differences  through  negotiations.  The  Philippines,  Singapore 
and  Thailand  also  supported  the  proposal  to  form  ASEAN  which 
would  emphasize  economic,  social  and  cultural  cooperation. 

It  must  be  admitted  that  the  tangible  results  of  the  ASEAN  co- 
operation have  been  few  so  far,  and  that  much  of  the  criticism 
directed  to  the  Association,  even  the  most  severe  and  the  most  in- 
temperate, cannot  be  easily  dismissed.  One  must  however  not  ig- 
nore die  particularly  unhelpful  conditions  at  work  in  this  part  of 
the  world  that  certainly  influenced  the  development  of  ASEAN. 
The  Association  embraces  countries  having  different  politico-eco- 
nomic systems,  social  values  and  priorities,  and  are  at  different 
levels  of  economic  development.  Their  228  million  peoples  consist 
of  diverse  races  with  different  languages,  religious  and  cultures. 
Furthermore,  in  1967  the  states  that  estabHshed  ASEAN  had  rela- 
tively litde  experience  in  mutually  beneficial  cooperation  by  the 
simple  reason  that  they  have  had  never  the  chance  to  gain  it  quietly 
and  peacefully  before.  One  must  not  forget  that,  with  the  excep- 
don  of  Thailand,  the  other  four  member  states  are  former  colonies 
of  three  different  Western  countries.  Their  colonial  experiences 
are  consequently  different,  especially  in  terms  of  public  adminis- 
tration, and  certainly  in  law.  Singapore  had  only  become  inde- 
pendent two  years  before  under  circumstances  which  left  a  legacy 
of  bitterness  both  in  Malaysia  and  Singapore.  Until  late  L965  Indo- 
nesia under  Soekarno  had  been  more  preoccupied  with  playing  a 
role  in  global  rather  than  regional  politics,  and  to  the  extent  she 
did  involve  herself  in  regional  affairs,  this  led  her  increasingly  into 
conflict  with  her  nearest  neighbours  because  of  the  stridently  revo- 
lutionary, and,  indeed,  interventionist  tenor  of  her  policies.  Thus, 
only  a  year  or  two  prior  to  the  formation  of  ASEAN  the  relations 
between  the  five  states  were  characterised  by  a  high  degree  of 
mutual  suspicion  and  animosity.  So  there  existed  in  Southeast  Asia 
no  indigenous  tradition  of  thinking  which  conceived  of  the  region 
in  general  and  the  states  that  came  to  form  ASEAN  in  particular  as 
a  polidcal,  economic,  and  cultural  entity  that  could  serve  as  an 
ideal  alternadve  to  tradidonal  inter-state  politics  and  to  which 
appeal  could  be  made  and  from  which  inspiration  could  be  receiv- 
ed. Colonialism,  which  more  often  than  not  tended  to  exacerbate 
feelings  of  exclusiveness  and  separate  idendty,  had  also  rendered 
the  emergence  of  such  ideas  difficult.  So  the  present  regional  co- 
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operation  is  to  them  a  really  new  venture,  both  at  the  national  and 
at  the  personal  levels. 

Like  any  other  associations  of  sovereign  states,  however,  their 
fundamental  source  of  problems  is  the  fact  that  there  are  no  such 
phenomena  as  natural  arrangements  of  states.  There  are  only 
arrangements  that  are  governed  by  the  preceptions  of  relevance 
and  interest  of  those  responsible  for  the  making  of  foreign  policy. 
In  other  words,  whatever  might  be  the  declared  or  ostensible  jus- 
tification for  regional  association,  such  dealing  between  states  are 
politically  determined.  And  because  political  interests  govern  polit- 
ical action  and  association,  the  scale  and  scope  of  any  particular 
regional  arrangement  is  itself  determined  by  the  convergence  of 
political  interests  of  those  states  engaged  in  such  an  activity  and 
also  by  the  interests  of  those  states  who  have  consciously  refrained 
from  such  an  engagement. 

Yet  it  has  often  been  maintained  on  various  occasions  that 
ASEAN  is  not  a  regional  cooperation  in  the  political  field.  Indeed, 
although  the  decision  to  establish  the  association  on  8  August  1967 
was  in  itself  a  political  decision,  the  Bangkok  Declaration,  which 
marked  the  birth  of  ASEAN,  only  once  mentions  the  world  "polit- 
ical" which  refers  to  the  formal  position  of  Minister  Adam  Malik 
as  Presidium  Minister  for  Political  Affairs,  but  which  has  nothing 
to  do  whatsoever  with  political  cooperation.  And  there  has  been 
obvious  restraint  on  the  part  of  ASEAN  leaders  in  discussing  in 
public  any  political  problem  or  anything  that  smacks  politics  that 
may  affect  the  ASEAN  member- countries  in  the  context  of 
regional  cooperation,  problems  that  are  usually  considered  sen- 
sitive, understandably  so  as  to  avoid  misunderstanding,  misinter- 
pretation, and  suspicion. 

It  is  in  this  connection,  I  think,  that  the  ASEAN  Summit  in  Bali 
on  February  23-25  this  year,  is  of  real  relevance  in  the  fi^amework 
of  consolidating  this  regional  grouping  and  cooperation.  ASEAN 
has  indeed  entered  a  new  era  when  the  five  leaders  signed  the  asso- 
ciation's first  political  treaty  thereby  demonstrating  the  desire  for 
greater  solidarity  among  the  member  states.  In  fact,  notwith- 
standing repeated  statements  by  various  ASEAN  leaders  to  the 
contrary,  there  can  be  littie  doubt  that  ASEAN  diplomacy  and 
cooperation  so  far  have  been  essentially  political  in  nature  in  that 
much  of  the  activities  have  resulted  from  actions  of  political 
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leaders  concerned  with  creating  a  political  climate  conducive  to 
more  fruitful  economic  cooperation.  The  Bali  Declaration  stated 
that  the  heads  of  government  would  meet  "as  and  when  neces- 
sary", and  they  agreed  to  the  strengthening  of  political  solidarity 
by  promoting  the  harmonisation  of  views,  coordinating  positions 
and,  where  possible  and  desirable,  taking  common  actions.  They 
also  agreed  to  the  "setdement  of  intra-regional  disputes  by 
peaceful  means  as  soon  as  possible,  (and)  improvement  of  ASEAN 
machinery  to  strengthen  political  cooperation".  A  Treaty  of  Amity 
and  Cooperation  was  signed,  which  revoked  the  use  of  force  and 
disputes  among  the  member  states;  a  High  Council  of  Ministers 
would  be  established  which  would  recommend  how  best  to  setde 
the  dispute  brought  before  it  by  the  concerned  parties.  Further,  the 
ASEAN  foreign  ministers  signed  die  Agreement,  which  established 
the  ASEAN  Secretariat.  The  Bali  Summit  can  therefore,  be  perceiv- 
ed as  the  culmination  of  the  first  stage  of  ASEAN  developpnent 
from  an  infant  organisation  to  one  that  is  assuming  some 
characteristics  of  political  maturity. 

-  Permit  me  now  to  change  the  subject  of  my  presentation  to  the 
development  of  the  economic  aspect  of  the  cooperadon  within 
ASEAN.  Unlike  the  conditions  at  work  in  the  polidcal  field,  those 
present  in  the  realm  of  economy  could  be  considered  as  relatively 
favourable. 

ASEAN  countries  are  together  producing  two  thirds  of  the 
world's  copra,  one  third  of  its  palm  oil,  four  fifths  of  its  rubber, 
two  thirds  of  its  tin,  almost  all  its  abaca,  and  a  significant  amount 
of  copper,  nickel,  and  crude  oil.  Four  of  its  member  countries 
alone  have  almost  the  largest  stands  of  tropical  hard-wood  in  the 
world.  The  other  fifth  member  country,  while  having  practically  no 
wood  at  all,  constitutes  the  fourth  largest  financial  centre  in  the 
world,  and  the  main  centre  for  the  Asian  dollar  market.  If  all  these 
natural  resources  have  in  the  past  contributed  very  much  to  the  in- 
dustrial development  and  economic  growth  of  the  now  advanced 
nations,  there  are  no  sound  reasons  to  believe  that  at  present  they 
are  unable  to  help  promote  the  economic  welfare  of  the  region  as  a 
whole. 

However,  due  to  the  long  and  intensive  period  of  colonial  ex- 
ploitation in  the  ASEAN  area,  trade  patterns  were,  following  inde- 
pendence, still  heavily  tilted  in  favour  of  the  colonial  powers  and 
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continued  to  reflect  the  pattern  of  colonial  domination,  that  is :  In- 
donesian trade  oriented  primarily  towards  Holland,  Malaysian  to 
the  United  Kingdom,  Philippines  to  the  USA.  As  a  result  of  this 
colonial  legacy,  trade  relations  and  economic  interaction  among 
the  ASEAN  member  countries  themselves  was  virtually  insignif- 
icant. Indeed  the  state  of  affairs  is  such  that  the  ASEAN  countries 
depend  on  the  regional  market  for  only  6%  of  their  exports  and 
about  496  of  their  imports.  Besides,  seen  against  the  backdrop  of 
the  historical  development  of  the  economies  of  the  area,  it  can  be 
readily  understood  that  the  economy  of  the  ASEAN  countries  are 
not  complementary,  but  are  rather  competitive.  Consider  the  ex- 
amples of  commodities  such  as  rubber,  copra,  palm  oil,  coffee,  tea 
etc.  Another  negative  result  of  the  economic  legacy  of  colonialism 
in  the  area  of  the  ASEAN  states  was  that  knowledge  of  each  others 
economic  conditions  and  dynamics  was,  until  1960,  minimal.  The 
banking  systems  and  trade  practices  of  each  ASEAN  state  differed 
markedly  one  from  the  other,  not  to  mention  differences  in  edu- 
cation systems  and  language  orientations. 

But  this  kind  of  situation  is  unlikely  to  persist  in  the  immediate 
foreseeable  future  as,  short  of  true  multilateral  integration, 
member  states  have  already  fostered  cooperation  on  bilateral 
basis.  For  example,  Malaysia  and  the  Philippines  have  dravm  up  a 
plan  for  joint  manufacturing  of  automobile  parts,  and  the  Philip- 
pines is  taking  part  in  a  cooperative  venture  in  producing  fertilizer 
and  acids  with  Indonesia.  Between  the  ASEAN  member  countries 
themselves  a  large  volume  of  technical  assistance  is  already  taJcing 
place,  which  can  further  be  developed  with  UNDP  assistance  in  the 
framework  of  "Technical  Cooperation  between  Developing  Coun- 
tries (TCDC)"  which  has  been  endorsed  by  member  governments 
in  the  UN  Development  system.  The  presence  in  the  region  of  a 
number  of  training,  research  and  development  institutions,  and  of 
expertise  in  various  specialized  fields,  is  a  significant  advantage  in 
applying  TCDC  into  inter-country  assistance  for  ASEAN. 

The  Bali  Summit,  again,  demonstrated  that  the  ASEAN 
governments  have  now  the  political  will  to  embark  extensively  as 
well  as  intensively  on  economic  cooperation.  The  Declaration  on 
ASEAN  Concord  spelt  out  the  areas  of  economic  cooperation: 
firsdy,  cooperation  on  basic  commodities,  particularly  food  and 
energy;  secondly,  industrial  cooperation;  thirdly,  cooperation  in 
trade,  and  fourthly,  joint  approach  to  international  commodity 


24 


THE  FUTURE  OF  ASEAN 


problems  and  other  world  economic  issues.  More  significandy,  to 
manifest  their  clear  intention  and  earnestness,  the  heads  of  govern- 
ment identified  joint  projects  which  could  be  undertaken  by 
ASEAN  countries  —  industrial  project  such  as  urea,  potash,  petro- 
chemicals, steel,  soda  ash,  newsprint  and  rubber  products. 

The  issue  of  cooperation  in  basic  commodities  and  industries 
was  subsequently  discussed  at  the  Economic  and  Finance  Ministers 
Meeting  in  Kuala  Lumpur  in  March  of  this  year.  At  that  meeting, 
ASEAN  members  agreed  to  give  priority  to  the  supply  of  food  and 
energy  requirements  to  consumer  member  states  and  to  the 
purchase  of  surplus  food  and  energy  of  the  producer  member 
states.  The  sites  of  certain  industrial  projects  were  also  chosen  — 
urea  in  Indonesia  and  Malaysia,  superphosphate  in  the  Philip- 
pines, diesel  engines  in  Singapore  and  soda  ash  in  Thailand.  Ex- 
pert teams  that  have  been  set  up  and  have  studied  the  just  men- 
tioned sites,  also  study  in  detail  the  prospects  for  other  projects, 
such  as:  metal-working  machine  tools,  fisheries,  electrolytic  tin 
plating,  heavy  duty  rubber  tyres,  and  electric  components. 

In  the  beginning  there  was  a  proposal  to  create  an  "ASEAN 
Free  Trade  Area",  involving  tariff  reductions  and  overall  lowering 
of  non-tarifF  barriers.  This  proposal  was  initially  put  forward  by 
Singapore,  with  the  support  of  several  other  ASEAN  states.  The 
Indonesian  response  to  this  proposal  was  that  it  was  premature  to 
attempt  such  an  operation  and  that,  if  attempted,  it  could  have  a 
negative  impact  on  Indonesia's  own  economic  development. 

Agreement  was  finally  reached  to  establish  selective  trade  co- 
operation. In  this  context  rice  and  oil  have  been  mentioned  as  two 
commodities  that  must  be  included  in  any  "preferential  trading 
arrangement",  with  priority  given  to  their  supply  in  times  of  short- 
age and  their  purchase  in  times  of  over- supply.  Another  products 
accepted  for  consideration  for  inclusion  in  this  "preferential 
trading  agreement"  were:  maize,  sugar,  vegetables,  fish,  meat, 
clinkers,  cement,  logs,  dawn  timber,  tobacco,  copra  and  coconut  as 
well  as  palm  oil.  In  the  context  of  the  preferential  agreement,  it  is 
agreed  to  have  the  experts  also  consider  the  following  items:  long- 
term  quantity  contract,  purchase  finance  support  at  preferential 
interest  rates,  preference  in  procurement  by  Government  entities, 
extention  of  tariff  preferences,  and  other  measures  to  be  agreed 
upon.  At  the  same  time,  the  monetary  and  finance  sector  is  to  study 
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ways  to  strengthen  intra  ASEAN  trade  by  monetary  and  financial 
measures. 

Joint  approaches  will  be  made  in  relation  to  such  matters  as 
Buffer  Stock,  Natural  Rubber  price  stabilisation,  International  Tin 
Agreement  etc.  The  feasibility  of  joint  approaches  in  connection 
with  the  following  products  will  also  be  studied:  sugar,  maize, 
copra  and  coconut  oil,  pepper,  vegetable  oil,  palm  oil,  tapioca, 
banana,  timber  and  timber  products,  textile  and  textile  products, 
Abaco,  kenaf,  jute  and  jute  products.  Involved  under  this  heading 
of  joint  approaches  are,  further,  ASEAN  relations  with  the  EEC, 
COMECON,  UNCTAD,  IBRD  and  GATT. 

The  Kuala  Lumpur  also  agreed  that  the  ASEAN  states  must 
"consider  measures  for  the  expansion  of  the  basic  infrastructure 
supporting  intra-ASEAN  trade  such  as  Insurance,  Banking  and 
Finance,  Shipping  and  Trade  Communication,  and  decided  to  in- 
struct "senior  officials"  to  study  such  measures.  It  was  also  agreed 
to  exchange  information  and  statistics. 

Furthermore,  in  order  to  improve  the  efficiency  of  ASEAN 
program  implementation,  the  meeting  agreed  to  establish  five 
standing  committees  dealing  with,  respectively:  Food  and  Agri- 
culture (Indonesia),  Industry  (The  Philippines),  Trade  (Singa- 
pore), Communications  and  Transportation  (Malaysia)  and 
Finance  and  Banking  (Thailand).  Judged  from  what  has  been 
achieved  thus  far  in  the  realm  of  economic  cooperation,  especially 
after  the  Bali  Meeting,  the  future  development  of  ASEAN  is  indeed 
promising. 

Let  us  now  move  to  the  last  subject,  namely  the  strategic 
development  of  ASEAN  in  particular  and  that  of  Southeast  Asia  in 
general,  which  covers  those  aspects  of  relations  between  inde- 
pendent nation-states  that  entail  the  real  or  potential  utilization  of 
armed  forces. 

Although  right  from  the  outset,  at  the  inception  of  ASEAN,  the 
security  aspect  was  of  primary  importance  in  the  considerations  for 
the  establishment  of  the  Association,  the  ASEAN  governments 
have  never  envisaged  ASEAN  to  be  a  military  organisation.  But 
this  did  not  preclude  member  countries  from  meeting  common 
threats  through  bilateral  arrangements.  Thus,  for  example,  Malay- 
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sia  and  Thailand  have  had  such  bilateral  cooperation  even  before 
the  formation  of  ASEAN.  In  1959,  there  was  an  agreement  to  com- 
bine border  police  patrols  and  in  1965  a  joint  border  defence 
agreement  was  signed,  and  it  has  been  the  basis  for  the  co- 
operation in  security  matters  between  the  two  states.  The  agree- 
ment was  not  effectively  implemented  because  of  the  different 
security  problems  of  the  two  countries  and  it  was  not  until  1970 
that  Malaysia  and  Thailand  agreed  to  allow  "hot  pursuit"  across 
the  border  seeking  the  communists.  After  the  formation  of 
ASEAN,  Indonesia  took  the  initiative  in  signing  a  border  agree- 
ment with  Malaysia,  in  arranging  bilateral  naval  exercises  with  her 
ASEAN  partners,  in  safeguarding  together  the  common  borders 
against  smuggling,  illegal  fishing,  piracy,  illegal  border  crossing, 
and  in  organizing  a  number  of  joint  discussions  on  security  issues. 
On  all  these  occasions,  it  was  made  clear  that  such  cooperation  was 
being  conducted  outside  the  framework  of  the  ASEAN  organi- 
sation. Thus,  there  has  neither  been  any  committee  in  ASEAN  nor 
has  diere  been  a  meeting  of  ASEAN  Defence  Ministers  to  discuss 
the  question  of  security  cooperation. 

At  the  time  of  its  formation,  it  was  quite  clear  that  ASEAN  was 
to  be  a  regional  organisation  embracing  all  the  states  in  Southeast 
Asia.  The  Bangkok  Declaration  stated  that  "the  Association  is  open 
for  participation  to  all  states  in  the  Southeast  Asian  region  sub- 
scribing to  (its)  aims,  principles  and  purpose".  However,  the 
ASEAN  leaders  felt  that  in  view  of  the  war  situation  in  North  and 
South  Vietnam,  it  would  not  be  possible  to  invite  the  "two  Viet- 
nams"  to  join.  Of  the  other  states,  Burma  and  Cambodia  which 
was  then  under  Prince  Sihanouk,  were  approached  but  both 
governments  declined  to  participate  although  they  gave  public 
support  to  the  organisation.  It  could  be  that  the  anti-communist 
image  of  ASEAN  as  perceived  by  the  communist  powers  then 
deterred  these  governments  from  joining  the  organisation. 

In  fact,  ASEAN  was  never  intended  to  be  an  anti- communist  or 
anti-communist  country  organisation.  Nevertheless  since  the  es- 
tablishment of  ASEAN  in  August  1967,  communist  countries  such 
as  the  Soviet  Union,  the  PRC  and  North  Vietnam,  regarded 
ASEAN  as  anti-communist  alliance  among  its  member  states  on 
the  grounds  that  the  Philippines  and  Thailand  were  members  of 
SEATO  and  that  these  countries  provided  bases  of  operations  for 
the  US  in  its  war  in  Vietnam.  Malaysia  and  Singapore  were 
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members  of  the  Anglo-Malaysian  Defence  Arrangement  and  sub- 
sequently the  Five- Power  Security  Arrangement.  Malaysia,  the 
Philippines  and  Thailand  were  also  members  of  the  anti- 
communist  association  called  to  Asian  and  Pacific  Council 
(ASPAC),  which  was  estabhshed  in  1966. 

Such  a  suspicion  with  regard  to  ASEAN  at  that  time,  however, 
did  not  take  into  account  the  policies  of  some  of  the  ASEAN 
governments  and  the  intention  of  the  Bangkok  Declaration,  which 
marked  the  birth  of  ASEAN.  With  the  exeption  of  the  Philippines, 
the  ASEAN  governments  had  begun  or  were  beginning  to  establish 
trade,  cultural  and  diplomatic  ties  with  the  European  communist 
countries.  Both  Indonesia  and  Thailand  had  diplomatic  relations 
with  the  Soviet  Union  before  1967.  Indonesia  was  one  of  those 
countries  that  made  serious  efforts  to  introduce  the  PRC  to  the  in- 
ternational forum  for  the  first  time  in  Bandung  in  1955.  At  the  for- 
mation of  ASEAN,  Thailand  clearly  indicated  that  her  objective 
would  eventually  be  to  become  independent  of  any  of  the  great 
powers.  Likewise,  the  Philippines  stated  that  her  participation  in 
ASEAN  is  aimed  at  a  true  multilateral  alliance  that  will  benefit  all 
the  member  nations  through  economic  cooperation  rather  than 
through  military  entanglements.  Indonesia,  too,  has  persistendy 
advanced  the  idea  of  national  resilience  and  self-reliance  of  each  of 
the  member  countries,  hoping  that  eventually  these  ideas  will 
become  the  ASEAN  objective  as  well. 

In  die  course  of  time  there  comes  clearer  and  clearer  into  shape 
another  regional  grouping  in  the  Indochinese  peninsula.  With  the 
establishment  of  the  Democratic  Republic  of  Laos  as  the  last  big 
political  turnover  in  that  area,  it  is  proved  once  again  that  the 
chains  of  events  in  Indochina  have  been  ideologically  motivated. 
Moreover,  the  ideology  now  adhered  to  by  the  present  Indo- 
Chinese  countries  is  different  from,  if  not  even  opposed  to,  the 
ideology  of  the  rest  of  Southeast  Asia,  especially  the  member  coun- 
tries of  ASEAN. 

There  are  strong  reasons  to  believe  that  the  Indochinese  coun- 
tries will  develop  a  close  cooperation  among  themselves,  at  least  in 
the  economic  field.  Reliable  statistics  are  not  available  for  Viet- 
nam, Laos,  and  Cambodia.  But  one  can  imagine  how  intense 
fighting  during  the  war  and  revolution  damaged  the  economic  in- 
frastructure and  hampered  production  efforts  of  each  of  tiiese 
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countries.  It  has  been  reported,  for  example,  that  concerning 
South  Vietnam,  some  500  kilometres  of  railway  were  still  in  opera- 
tion at  the  end  of  1972,  but  by  October  1974  this  had  decreased  to 
only  75  kilometres.  The  economic  situation  in  North  Vietnam  is 
not  much  better  than  that  of  the  South;  nor  is  it  much  better  in 
Laos  and  Cambodia.  Now  that  the  war  in  Indochina  has  at  long 
last  come  to  an  end,  which,  indeed,  may  in  itself  be  welcomed  with 
relief,  the  countries  there  face  a  tremendous  problem  in  many 
areas  —  transportation  and  communication,  industry  and  power, 
and  agricultural  infrastructure.  Assuming  that  economic  colla- 
boration among  neighbouring  countries  will  give  them  joint 
strength  to  overcome  constraints  and  to  withstand  the  vagaries  of 
international  market,  one  could  reasonably  expect  that  there 
would  emerge  a  close  economic  cooperation,  if  not  integration, 
among  the  Indochinese  countries  following  the  grouping  that  had 
already  come  into  shape  before.  Considering  the  dominating  role 
of  the  communist  ideology  in  communist  countries,  one  can  say 
that  grouping  as  well  as  cooperation  are  ideologically  oriented  as 
opposed  to  the  ASEAN  countries,  which  are  basically  programme 
oriented. 

This  being  the  case,  it  is  interesting  to  question  if  there  will  be 
cooperation  or  confrontation  between  those  two  Southeast  Asian 
groupings. 

Many  of  the  factors  that  were  previously  used  by  certain  com- 
munist countries  as  pretexts  for  their  suspicion  of  ASEAN  now  no 
longer  exist,  but  yet  government  and  political  leaders  of  the  Indo- 
Chinese  countries  keep  pounding  their  suspicions  and  adopted  a 
hostile  attitude  to  ASEAN  as  a  regional  grouping.  I  would  argue 
that  these  attitudes  are  the  logical  consequences  of  the  state  of 
minds  that  are  characteristic  of  the  communist  ideology.  Firstly,  its 
arrogant  belief  that  the  people's  struggle  for  freedom  from 
colonialism,  imperialism  and  poverty  is  only  genuine  if  it  is  guided 
and  inspired  by  the  communist  ideology;  secondly,  its  doctrinary 
reasoning  and  hence  its  fanatical  belief  that  capitalist  society  can 
only  develop  towards  communism  and  never  towards  any  other 
pattern  such  as  pluralistic  economic  democracy;  and,  finally,  its 
basically  hostile  attitude  to  other  ideologies  and  ways  of  life.  As 
Brezhnev  put  it  before  the  25th  congress  of  the  Communist  Party 
of  the  Soviet  Union,  the  conflict  between  two  world  conceptions 
can  have  no  room  for  neutralism  or  compromise. 
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It  is  true  that  the  existing  members  of  ASEAN  are  non  com- 
munist countries  and  bitter  experiences  in  the  past  few  decades 
have  even  pushed  them  to  regard  the  communist  ideology  as  one 
of  the  hypothetical  threats  to  their  freedom.  It  is  indeed  a  fact  that 
the  threats  to  the  security  and  integrity  of  the  ASEAN  countries 
have  mainly  been  ideological  in  character  or  ideologically  moti- 
vated, particularly  motivated  by  a  similar  ideology  now  followed 
by  the  Indochinese  countries.  Even  taking  aside  the  probability  or 
possibility  of  a  threat  in  the  form  of  an  overt  expansionist  attempt 
from  outside  that  is  ideologically  motivated,  we  should  not  ignore 
the  existence  of  certain  elements  within  the  countries  of  ASEAN 
that  in  their  activities  are  also  motivated  by  a  similar  ideology  and 
ideological  aspirations  to  that  now  in  power  in  the  Indochinese 
countries.  Hence  I  do  not  rule  out  the  possibility  that  such 
elements  not  only  have  been  further  encouraged  and  morally  sup- 
ported by  the  events  in  Indochina,  but  they  may  also  in  the  future 
be  able  to  receive  materials  and  even  manpower  assistance  from 
the  communist  states  of  Laos,  Cambodia  and  Vietnam. 

While  the  ASEAN  governments  viewed  this  threat  as  common 
to  them,  nevertheless,  there  was  no  effort  to  turn  ASEAN  into  a 
military  organisation.  It  was  clear  that  if  ASEAN  were  to  assume  a 
military  role,  inter-bloc  rivalry  within  the  region  of  Southeast  Asia 
would  be  intensified  and  this  would  only  be  disastrous  for  all  the 
countries  in  the  region.  In  1975,  the  military  strength  of  the  Indo- 
Chinese  states  was  superior  to  the  ASEAN  states  in  both  quanti- 
tative and  qualitative  terms.  Further,  any  direct  military  confron- 
tation could  involve  the  major  powers  through  the  provision  of 
arms,  equipment  and  advisers.  Worse,  if  such  confrontations  were 
to  involve  the  major  powers  directly,  then,  the  whole  of  Asia,  if  not 
the  world,  would  be  involved  in  war. 

Hence  in  spite  of  the  possible  threats  from  communist  elements 
in  Indochina,  it  will  not  seem  appropriate  for  the  countries  of 
ASEAN  to  adopt  an  attitude  of  confrontadon  towards  the  coun- 
tries of  Indochina.  For  such  an  attitude  would  not  be  conducive  to 
peace  and  stability,  which  is  badly  needed  for  the  pursuit  of  the  na- 
tional developments  of  each  member  countries.  Some  kind  of  co- 
operation between  the  ASEAN  grouping,  which  is  basically 
programme-oriented,  and  the  Indochinese  grouping,  which  is  es- 
sentially ideologically  oriented,  would  be  a  better  alternative. 

However,  a  policy  of  cooperation  should  not  necessarily  mean 
the  immediate  inclusion  of  the  countries  of  Indochina  into  the 
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membership  of  ASEAN  as  some  have  suggested. Perhaps  for  cer- 
tain reasons  it  would  not  even  require  their  membership  in  the 
association,  not  just  a  matter  of  timing.  But  here,  too,  there  may  be 
differences  of  opinion  in  the  member  countries  of  ASEAN,  not 
only  on  whether  or  not  they  can  join  the  ASEAN,  but  if  they  do  so, 
when.  But  one  factor  is  often  overlooked  in  the  debate  on  the  ex- 
pansion of  the  ASEAN  membership,  that  is,  the  interest  of  the 
Indochinese  countries  themselves  in  the  association  and  in  the 
possibility  or  joining  it,  which  I  think  is  an  important  factor  to  be 
considered.  As  far  as  I  know,  there  is  as  yet  no  indication  of  such 
an  interest  on  their  part.  But  it  needs  to  be  stressed  here  that  the 
membership  of  ASEAN  as  well  as  on  the  possibility  of  future  co- 
operation between  the  two  grouping  of  Southeast  Asia  is  by  no 
means  meant  to  prejudice  the  possibility  of  cooperation  between 
the  member  countries  of  ASEAN  on  the  one  hand  and  the  coun- 
tries of  Indochina  on  the  other  on  bilateral  basis,  whenever  such  a 
cooperation  is  considered  to  be  of  mutual  benefit  to  the  countries 
concerned. 

To  conclude  it  must  be  pointed  out  that  the  tendential 
regularities  towards  regional  grouping  in  the  ASEAN  countries  are 
becoming  clearer  and  clearer  and  its  member  states  are  making 
serious  efforts  for  its  realization  through  close  cooperation  in 
almost  all  fields  that  are  important  to  the  wellbeing  of  their 
peoples.  This  grouping  is  by  no  means  aimed  at  staging  a  con- 
frontation against  the  Indochinese  countries  or  any  other  group  of 
countries  in  the  world.  The  Bali  Summit  reaffirmed  the  position  of 
the  governments  that  ASEAN  was  not  an  anti-communist  or  anti- 
Indochina  organisation.  This  has  been  made  clear  even  before  the 
meeting  in  Bali.  ASEAN  has  been  aimed  from  the  beginning  at 
developing  a  healthy  and  peaceful  cooperation  in  the  region  of 
Southeast  Asia.  If  at  the  same  time  other  tendential  regularities 
show  a  trend  towards  another  different  regional  grouping  in  the 
Indochinese  peninsula,  it  does  not  necessarily  follow  that  the  two 
groupings  ought  automatically  confront  each  other  or  fight  each 
other  to  death.  The  experience  in  the  European  continent  shows 
that  two  subregional  groupings,  the  EEC  on  the  one  hand  and  the 
COMECON  on  the  other,  could  not  only  co-exist  but  gradually 
cooperate  with  each  other,  either  on  bilateral  basis  or  on  oc- 
casional basis.  Trends  towards  regional  and/or  subregional 
groupings  essentially  mean  that  there  is  room  for  the  growth  of  a 
pluralistic  economic  democracy  in  our  everchanging  world. 
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Introductory  note: 

The  following  is  a  synopsis  of  the  author's  views  on  the  subject  matter^ 
and  is  offered  here  as  a  basis  for  discussions  at  the  Seminar  of  the  Lon- 
don School  of  Economics  and  Political  Science/CSIS  on  19  November 
1976.  Attention  is  focussed  on  underlying  forces  and  trends  rather  than 
on  a  chronological  review  of  actual  events. 

GENERAL  OBSERVATION 

The  Southeast  Asian  region  has  always  been  an  area  for  con- 
vergence of  and  conflicts  between  major  power  interests. 

ASEAN  has  emerged  as  a  community  of  political  entities 
designed  to  develop  a  common  approach  to  problems  and  issues 
emanating  from  "outside"  or  arising  within  its  own  confines.  It 
should  become  an  important  instrument  for  intra-regional  cooper- 
ation and  a  mechanism  to  conduct  its  reladons  with  the  major 
centres  of  power.  An  important  geopolitical  consideration  is  also 
that  a  regional  solution  to  pending  problems  may  be  the  only 
practical  way  to  preserve  the  independence  of  its  member  countries 
and  to  safeguard  their  future  in  the  light  of  world  forces  and  .trends 
depicted  earlier.  The  population  of  ASEAN  countries  will  amount 
to  some  260  million  in  1980,  of  which  147  million  will  live  in  Indo- 
nesia. Hence,  ASEAN  is  potentially  a  big  market  by  any  standard. 
It  is  to  be  expected  that  ASEAN  cooperation  will  gradually  be 
directed  towards  an  expansion  of  intra-regional  trade  by  evolving 

1  Cf.  the  author's:  The  Economic  Future  of  the  Pacific  Basin  {S'mgApore:  October  \91S);  Energf 
and  Raw  Materials  (Paris:  June  1974);  The  Political  Economy  of  ASEAN  Resources  (Kuala 
Lumpur:  September  1974);  Indonesia  towards  the  year  2000  {jAkAnA:  February  1975);  Re- 
search, Science  and  Technology  in  the  context  of  Development  Patterns  (Amsterdam:  November 
1975);  Technology,  Economic  Growth  and  Environment  (Manila:  September  1976) 
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concerted  and  coordinated  policies  in  trade,  industry  and  resource 
development.  Intra-regional  cooperation  is  economically  feasible 
and  it  may  be  dictated  by  force  of  circumstance. 

If  current  trends  are  allowed  to  continue  in  the  same  direction, 
the  countries  of  Southeast  Asia  will  be  over- dependent  on  a  limited 
number  of  external  markets,  as  outlets  as  well  as  suppliers.  In  fact 
that  point  is  dangerously  close  where  Japan  is  concerned.  Japan's 
share  in  Southeast  Asian  trade  has  increased  and  will  continue  to 
do  so.  It  will  be  very  large  in  1980,  with  Japan's  share  in  the  ex- 
ports of  Southeast  Asia  expected  to  be  at  some  40  per  cent  on  the 
average.  It  will  for  some  individual  countries  perhaps  exceed  60 
per  cent.  On  the  other  hand  the  share  of  Southeast  Asian  countries 
in  Japan's  trade  has  decreased  and  on  present  trends  it  may 
become  insignificant  by  1980,  except  for  certain  specific  kinds  of 
materials. 

Although  close  cooperation  between  Southeast  Asia  and  Japan 
is  inevitable  and  such  cooperation  can  be  beneficial  to  both,  exces- 
sive dependence  is  politically  and  socially  disturbing^.  Under  such 
conditions  the  much  vaunted  economic  complementarity  between 
regions  becomes  a  "complementarity  trap"  by  which  economic 
"interdependence"  is  turned  into  de  facto  subjugation. 

Intra-regional  arrangements  will  give  a  firmer  foundation  for 
steady  industrial  growth  within  ASEAN.  In  such  a  context  planned 
collaborative  arrangements  by  member  countries  of  ASEAN  in 
regard  to  larger-scale  industries  point  to  interesting  possibilities'. 
The  establishment  of  such  regional  industries  does  not  lead  to  eco- 
nomic isolation  of  ASEAN  from  the  rest  of  the  world.  Nor  will 
economic  intercourse  with  the  advanced  industrial  countries 
diminish.  It  will  if  anything  expand  in  value  and  volume,  but  its 
structure  and  pattern  and  the  categories  and  kinds  of  goods  traded 
will  be  undergoing  changes.  An  important  consequence  is  that 
ASEAN  countries  will  be  dealing  with  industrially  advanced  coun- 
tries on  more  equitable  terms.  This,  in  turn,  will  benefit  the  gen- 
eral climate  of  economic  and  political  relations. 

Therefore  ASEAN  will  remain  outward  looking  by  virtue  of  its 
geography  as  much  as  by  the  dictates  of  the  economics  of  member 


2  Cr. :  The  Economic  Future  oj  the  Pacific  Benin,  op.  cit. 

3  Cf.  Rc-port  l)y  a  United  Nations  Team:  Economic  Cooperation  for  ASEAN,  1972 
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countries.  This  is  not  in  the  least  in  reference  to  those  resources  in 
which  the  major  powers  will  show  a  more  than  ordinary  interest. 
Here  it  is  important  that  we  clearly  recognize  the  points  of  conver- 
gence as  well  as  those  of  possible  colHsion. 

The  bulk  of  ASEAN  production  and  exports  has  until  recendy 
been  in  the  nature  of  agricultural  commodities.  A  structural 
change  has  now  set  in.  The  leading  growth  sectors  in  terms  of  their 
contribution  to  national  income,  public  revenues  and  foreign  ex- 
change will  increasingly  be  the  extractive  industries  (mineral  fuels, 
mineral  ores,  forestry  and  fisheries).  This  shift  to  sectors  which 
generate  some  of  the  basic  materials  of  increasing  importance  to  the 
world  at  large,  adds  a  new  dimension  to  the  role  of  ASEAN's 
resources. 

These  must  be  assessed  in  the  context  of  the  international 
economy,  its  present  and  its  future. 

MATERIALS  IMBALANCES  IN  THE  WORLD  SYSTEM 

The  imbalances  in  supply-demand  relations  with  reference  to 
energy  fuels  and  minerals  represent  excess  effective  demand  under 
the  prevailing  supply  conditions  of  primary  reserves*.  In  some 
cases  this  is  due  to  inadequate  processing  facilities.  The  most 
strategic  factor  in  all  this  is  energy,  and  on  this  point  the  world  is 
currently  over- dependent  on  oil. 

It  may  take  longer  than  is  generally  assumed,  for  remedial 
programmes  to  generate  substantive  results  through  the  develop- 
ment of  alternative  energy  sources,  very  likely  not  undl  1990.  I 
have  on  a  different  occasion  elaborated  in  more  detail  on  this 
aspect  of  the  dme  horizon ^  My  arguments  are  presented  here  in 
summarized  form.  First,  the  nuclear  economic  pattern  —  and  the 
main  strategy  pursued  by  the  advanced  world  is  in  the  nuclear 
energy  area  -  is  condidoned  by  the  "fuel  cycle".  The  main  botde- 
neck  is  here  right  at  the  start,  viz.  the  availability  and  supply  of 
natural  uranium.  In  addidon,  the  geographical  in  equalises  in  the 


4  i.e.  that  portion  of  total  potentially  available  resources  which  has  been  discovered  and  is 
economically  recoverable  under  present  day  prices  and  technologies 

.5  Energy  and  Raw  Materials:  Present  and  Future,  (Paris:  June  1974) 
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distribution  of  uranium  deposits  will  pose  problems  of  political 
economy  similar  to  those  of  oil.  Second,  there  are  the  constraints 
in  the  world's  engineering  and  construction  capacity  connected  with  in- 
tensified explorations  and  with  the  technologies  of  nuclear  energy 
as  well  as  of  more  convendonal  sources  (e.g.  coal  liquefaction  and 
gasification),  all  at  the  same  time.  Third,  there  is  the  limiting  factor 
of  the  sheer  magnitude  of  investment  requirements  connected  with  the 
intended  programmes  for  expansion  of  various  energy  sources, 
also  all  at  the  same  time.  Estimates  of  such  requirements  are 
staggering.  They  are  far  bigger  than  could  be  financed  by  any  con- 
ceivable surplusses  of  oil  producing  countries.  Fourth,  the  long 
lead  period  due  to  the  needs  and  considerations  of  ecology  and  en- 
vironment which  have  become  burning  political  issues  in  both  ad- 
vanced and  developing  countries.  The  appropriate  siting  of 
nuclear  plants  in  itself  presents  serious  problems  of  cooling,  radio- 
active waste  disposal,  and  the  like.  Plans  in  the  USA  are  for  200  ad- 
ditional new  reactors  of  the  convendonal  type  (light  water  reactor, 
LWR)  by  1985,  and  about  the  same  number  in  Western  Europe. 

In  view  of  this  time  factor  in  the  adjustment  process  of  basic 
economic  forces  pertaining  to  supply  and  demand,  it  is  only  to  be 
expected  that  prices  of  oil  and  other  important  materials  will  re- 
main high.  Oil  prices  may  or  may  not  come  down  from  current 
levels,  but  even  if  they  do  they  will  sdll  be  a  muldple  of  those 
before  January  1974.  The  following  factors  combined  are  at  the 
back  of  this  phenomenon:  (1)  the  element  of  economic  rent  (royalty) 
related  to  a  depleting  finite  resource  of  strategic  importance; 
(2)  the  element  of  monopolistic  or  oligopolistic  rent  related  to  the 
structure  of  the  market  and  the  nature  of  the  commodity.  Govern- 
ments of  producing  countries  are  in  a  posidon  to  enforce  a  re- 
distribution of  this  rent  by  claiming  a  larger  share  thereof.  In  the 
past  it  was  almost  to  the  exclusive  benefit  of  the  internadonal  oil  — 
and  mining  companies;  (3)  the  determinadon  of  the  oil  consumer 
countries  to  become  independent  from  external  supplies,  which  in 
effect  means  that  in  the  meanwhile  imports  will  only  be  permitted 
at  (higher)  prices  which  do  not  undercut  the  market  shares  of 
domestic  production;  (4)  the  depreciadon  of  internadonal  curren- 
cies presents  a  dilemma  to  oil  producing  countries  as  to  whether 
they  should  expand  production  or  keep  it  at  present  levels.  The 
world's  "materials  problem"  in  the  immediate  future  is  in  essence 
that  of  adjustment  to  the  impact  of  higher  petroleum  prices  on  the 
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productive  structures  and  on  the  balance  of  payments  of  advanced 
countries  and  of  the  non-oil  producing  developing  countries. 

It  only  stands  to  reason  that  ASEAN  countries  to  the  extent  that 
they  are  endowed  with  such  materials  are  determined  to  move  the 
terms  of  trade  in  their  direction,  and  at  the  very  least  to  halt  their 
continued  decline  such  as  experienced  during  the  postwar  decades. 
ASEAN  countries  are  faced  with  the  necessity  to  accelerate 
development  and  to  effectuate  social  change.  They  must  do  so  by 
rapidly  reinvesting  the  incremental  revenues  from  the  growth  re- 
sources to  broaden  the  basis  of  the  social  and  economic  structure. 
There  is  also  no  other  way  to  cope  with  the  deterioration  of  our  en- 
vironment. The  damage  to  ecology  and  the  kind  of  environmental 
stress  in  our  part  of  the  world  is  not  due  to  high  growth  rates  but  to 
stagnadon  and  stuldfication  of  those  sectors  where  most  of  the 
population  find  their  livelihood. 

ASEAN'S  RESOURCE  ENDOWMENT  AND  PROSPECTS 

All  ASEAN  countries  are  highly  export  oriented  and  any  funda- 
mental change  with  respect  to  world  trade  prospects  is  of  signifi- 
cance to  them.  So  it  is  with  the  increased  importance  of  oil,  miner- 
als and  other  materials  for  which  diere  will  be  a  sustained  world 
demand  and  some  of  which  are  located  in  Southeast  Asia.  This 
constitutes  the  "new  dimension"  in  the  role  of  ASEAN  resources. 

Which  specific  materials  give  ASEAN  countries  the  new  "re- 
source dimension"  and  the  better  prospects  for  the  future Which 
commodides  within  the  producdon  potendal  of  ASEAN  countries 
can  be  expected  to  meet  sustained  demand  in  the  emerging  inter- 
national economy.^ 

The  general  prognosdcation  of  the  experts  is  that  the  prices  of 
major  commodity  groups  are  likely  to  fall  to  the  average  level  of 
the  1960's  by  \9S0  except:  petroleum,  bauxite,  timber,  sugar,  beef 
and  fishmeal.  For  every  singloone  of  these  specifically  mendoned 
commodities,  ASEAN  countries  have  unexploited  potendals  for 
greatly  expanded  output.  I  myself  would  list  several  additional  key 
minerals  and  other  products  of  aquatic  resources  with  which 
ASEAN  is  well  endowed  and  for  which  there  will  be  a  long  term 
demand  in  view  of  the  world's  increased  needs,  a.o.  copper,  tin, 
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nickel  and  such  industrial  materials  as  lime-stone,  dolomite  and 
andecite. 

Oil:  while  ASEAN  countries  are  not  likely  to  become  major  fac- 
tors in  the  world  oil  picture,  oil  is  certain  to  make  an  important 
and  growing  contribution  to  their  future.  Nor  can  there  be  any 
doubt  that  both  oil  prices  and  government's  shares  in  those  prices 
will  be  much  higher  for  the  rest  of  this  decade  than  in  the  past. 
Indonesia's  output  will  likely  be  double/between  the  beginning 
and  the  end  of  this  decade.  Malaysia's  production  has  recently 
passed  its  domestic  requirements.  There  may  soon  be  scope  for  ex- 
ports and  the  prospects  for  substantial  increases  appear  favour- 
able. Thailand  has  made  its  first  significant  ofF-shore  discovery, 
while  the  Philippines  are  pushing  explorations.  Singapore  has 
created  the  infrastructure  to  play  a  major  role  as  a  refining, 
transport,  distribution  and  financing  centre  for  expanded 
regional  operations  of  oil  as  well  as  mineral  ores. 

The  rates  of  growth  in  the  demand  for  metals  are  held  to  be 
generally  lower  than  economic  growth  rates,  with  the  exception  of 
aluminium.  Long  term  demand  growth  for  aluminium  is  estimated 
at  an  annual  rate  of  about  6%,  for  copper  396  and  for  nickel  3-4%^ 
Of  all  the  basic  metals,  aluminium  is  expected  to  have  the  highest 
demand  growth  because  of  its  ability  to  penetrate  other  materials' 
markets  and  its  expanded  application  in  the  future  in  the  refrig- 
eration, automotive,  electrical  and  construction  markets.  This  is 
mainly  due  to  its  high  strength  relative  to  weight,  its  resistance  to 
oxidation  and  its  electrical  conductivity.  While  aluminous  mate- 
rials are  abundant,  the  processing  of  such  ores  are  more  costly 
than  producing  aluminium  from  bauxite.  Here  is  where  the  added 
significance  of  ASEAN  countries'  bauxite  deposits  comes  to  the 
fore.  For  the  manufacture  of  aluminium  ingots  (10  million  tons 
in  1973  in  OECD  countries),  the  USA  is  dependent  for  87.5%  on 
the  import  of  the  material,  Europe  for  5196  and  Japan  for  10096. 

The  "copper  belt"  in  Southeast  Asia  comprises  the  Philippines 
and  Indonesia,  and  on  recent  indicadons  there  may  also  be  sub- 
stantial copper  deposits  in  northern  Thailand.  The  major 
applications  of  copper  are  related  to  its  unique  properties  of  high 


6  Based  on  estimates  by  the  Corporate  Research  Department,  Morgan  Guaranty  Trust 
Company:  "World  Metal  Supply:  Long  Range  View",  June  1974;  and  here  roughly  ad- 
justed with  a  view  to  an  assumed  GDP  growth  rate  of  3,5%  p. a.  for  industrial  countries. 
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conductivity,  resistance  to  corrosion  and  the  ease  with  which  it  can 
be  alloyed  and  worked.  There  is  increased  use  of  copper  in  the 
electric  and  electronic  fields.  Hence,  its  future  demand  growth  will 
remain  relatively  high.  World  reserves,  which  are  economically  re- 
coverable at  current  prices,  are  thought  to  be  sufficient  only  for  the 
next  40  years,  although  additional  potential  resources  are  avail- 
able. Copper  supplies  do  not  pose  problems  to  the  USA,  but 
Western  Europe  and  Japan  depend  for  over  6096  of  their  require- 
ments on  supplies  from  the  main  copper  producers:  Chile,  Peru, 
Zambia,  Zaire,  Indonesia  now  grouped  in  the  Copper  Exporters 
Council  (CIPEC). 

Nickel  operations  have  been  started  in  Indonesia  (Sulawesi  and 
Irian  Jaya)  and  nickelferous  laterites  might  also  be  present  in  suffi- 
cient quantities  in  the  other  tropical  regions  of  Southeast  Asia.  Al- 
though known  world  reserves  are  reported  to  be  sufficient  for  the 
next  150  years,  there  will  be  continued  growth  in  demand.  It  is 
mainly  used  for  the  production  of  stainless  steel,  specialty  steel  and 
alloys  where  it  provides  strength  and  resistance  to  corrosion.  These 
steels  are  needed  in  high  technology  applications,  such  as  desa- 
lination, chemical  processing  and  nuclear  power  plants.  Obvious- 
ly, there  will  be  increased  construction  of  such  plants  in  the  inter- 
mediate and  long  run  future. 

The  "tin  belt"  of  Southeast  Asia  runs  from  Thailand,  West 
Malaysia  down  to  Sumatera  in  Indonesia.  The  tin  producers 
appear  to  be  in  a  strong  position.  The  USA,  Western  Europe  and 
Japan  are  all  10096  dependent  on  imports. 

Forest  resources:  ASEAN  countries  have  probably  the  world's  last 
highly  economic  reserves  of  tropical  hardwood  timber.  This  refers 
in  particular  to  the  species  belonging  to  the  dipterocarpa  family,  viz. 
meranti  and  keruing'.  There  are  in  effect  three  tropical  hardwood 
zones:  the  Amazon  Basin,  West  Central  Africa  and  Southeast  Asia 
(West  Malaysia,  Serawak,  Sabah,  and  Indonesia).  However,  South- 
east Asia's  forests  are  of  higher  economic  value  as  they  constitute 
homogeneous  wood  forests,  while  those  in  the  Amazon  Basin  and 
West  Central  Africa  contain  variegated  wood  species  on  only  a  few 
hectares.  The  dipterocarpa  species  are  most  suitable  for  mass 


7  nicranii  =  lauan  in  the  Philippines 
l^cruinR  =  apilong  in  llie  Philippines 
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pi  oduction  of  plywood  and  veneer;  they  can  float,  are  resistant  to 
damage  by  insects  or  fungi  and  can  be  transported  in  bulk. 

A  comprehensive  forest-inventory  as  the  basis  for  intelligent 
forest  management  is  long  overdue.  Factual  information  in  this 
important  sector  is  inadequate  and  part  of  what  is  available  is 
dated.  We  can  already  witness  specific  cases  where  at  certain  points 
sustainable  timber  output  declines  as  harvesting  efforts  increase. 
Even  more  crucial  is  the  environmental  impact  of  expanding  out- 
put. In  addition  to  the  decline  in  the  sustainable  output  of  timber 
if  hai^vesting  is  too  intensive,  there  are  already  the  discernable 
adverse  effects  on  agricultural  production  outside  the  timber  sec- 
tor and  on  human  settlements  in  view  of  our  transmigration 
programmes,  because  failure  to  observe  sound  silviculture  practice 
has  led  to  continued  soil  erosion  and  floating.  Therefore,  in  the 
light  of  what  is  currently  being  done  to  forest  resources  in  tropical 
zones  by  the  combined  effect  of  modern  technologies  applied  by 
transnational  enterprises  engaged  in  forest  exploitation  and  out- 
dated techniques  of  shifting  crop  cultivation  by  local  populace, 
the  forest  reserves  of  developing  countries  should  be  classified  as  de- 
pletable  resources  if  only  to  maintain  a  persistent  policy  alert  of 
the  dangers  (social,  economic  and  political)  of  ecological  over- 
stress  in  an  environment  where  human  life  is  already  caught  in  the 
mailstrom  of  mass  poverty  and  malnutrition. 

There  is  still  another  dimension  of  the  use  of  timber  which 
accelerate  the  degradation  of  woodland  throughout  Asia,  Africa 
and  Latin  America.  It  concerns  an  essential  need  of  the  poor 
masses,  viz.  firewood.  Here  is  another  kind  of  energy  crisis  which 
has  astonishingly  received  litde  attendon  in  the  deliberations  of 
proliferadng  forums  on  the  "energy  crisis".  Eckholm  has  forcefully 
pointed  out  that  the  need  for  firewood  and  the  resulting  degra- 
dadon  of  woodland  lie  at  the  heart  of  what  will  likely  be  "the  most 
profound  ecological  challenge  of  the  late  twendeth  century"\  At 
least  half  of  the  world's  dmber  cut  sdll  fulfills  its  original  role  for 
humans,  viz.  a  source  for  cooking  fuel  and  warmth.  The  amount  of 
wood  being  burned  in  a  pardcular  country  is  determined  by  the 
number  of  people  who  need  it.  Per  capita  fuel  wood  consumpdon 
average  1  ton  per  annum.  Coal,  gas,  electricity  and  since  the  rise  of 


8  Erik  P.  [■■.(  kholm,  Losing  Ground  (New  York:  W.W.  Norton  &  Co.  Inc.  1976),  ch  6 
p.  101-1  1.S 
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oil  prices,  kerosene,  have  all  become  out  of  the  world's  poor.  Over 
the  long  run  many  of  those  using  firewood  will  have  to  turn  in 
directions  other  than  fossil  fuels. 

The  combined  effects  of  shifting  crop  cultivation,  excessive 
timber  extracdon  by  modern  techniques  and  cutting  for  firewood 
have  resulted  in  declining  fertility  of  upland  region  and  erosion  of 
surface  soils.  Water  previously  captured  for  gradual  release  by  the 
soil,  washes  down  the  slopes,  excavating  and  transporting  soil  par- 
ticles that  cannot  withstand  its  enormous  energies.  The  banks  of 
rivers  and  streams  are  tipped  and  surrounding  areas  are  flooded 
with  periodic  regularity.  Water  run-off"  denuded  uplands  is  heavily 
loaded  with  silt  which  fills  lakes  and  reservoirs,  chokes  irrigation 
channels,  alters  estuaries  and  coastal  swamps,  clogs  hydro  electric 
generation  machinery  and  diminishes  water  quality.  Lack  of  rain- 
fall retention  also  means  that  supplies  of  water  to  the  paddy  fields 
have  become  unreliable. 

Aquatic  resources:  The  seas  of  Southeast  Asia  are  collectively  one 
of  the  world's  richest  marine  eco  systems.  Up  to  the  present  the 
organic  productivity  of  the  water  areas  of  our  region  has  only  part- 
ly been  explored.  There  is  increasing  production  of  marine  fish 
and  the  industry  is  expanding,  especially  in  regard  to  tuna  and 
shrimps.  The  Moluccas  Sea  and  the  Banda  Sea  hold  probably  the 
largest  tuna  resource  in  the  waters  of  the  region.  These  are  the 
areas  for  active  tuna  fishing  operations  ("long  line"  fisheries)  that 
locally  support  an  extensive  bait  fishery.  If  this  resource  is  to  be 
rationally  exploited,  its  dependence  on  the  fundamental  oceano- 
graphic  conditions  must  be  properly  understood.  With  an  in- 
creasing contribution  to  the  economy  from  this  source,  there 
comes  also  increasing  dependence  on  the  continuity  of  the  contri- 
bution. The  aquatic  resources  may  well  turn  out  to  be  our  main 
"line  of  defense"  in  terms  of  food  adequacy  in  the  face  of  popula- 
tion pressures.  Hence  much  more  understanding  of  our  marine, 
and  on  the  whole  of  our  aquatic,  environment  is  essential  for  the 
proper  planning  of  our  country's  development.  While  food 
production  is  the  main  target,  there  are  a  number  of  economically 
valuable  pharmaceutical  products  that  can  be  obtained  from 
cultivated  stocks  of  molluscs  and  other  invertebrates.  Finally  it 
appears  plausible  that  the  deep  ocean  waters  in  the  eastern  part  of 
Indonesia  contain  valuable  seabed  minerals,  viz.  the  manganese 
nodules  with  the  large  amounts  of  copper,  nickel  and  cobalt. 
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Beef  encounters  a  high  income  elasticity  of  demand.  It  has  en- 
joyed the  most  favourable  relative  price  change  of  any  commodity 
between  1950  and  1973,  over  which  period  its  price  rose  25096  in 
relation  to  .the  unit  value  of  manufactures^  Research  and  ex- 
periments carried  out  in  Queensland,  Australia  and  elsewhere  have 
established  the  technology  for  successful  raising  of  beef  in  the  less 
rainy  portions  of  the  tropics.  Several  technical  surveys  have  es- 
tablished that  large  areas  of  the  drier  and  sparsely  populated  por- 
tions of  Eastern  Indonesia  are  quite  suitable  for  this  new  tech- 
nology and  I  would  assume  that  there  are  suitable  areas  in  other 
ASEAN  countries. 


CONSIDERATIONS  FOR  ASEAN  RESOURCE  POLICIES 

While  using  the  broad  term  "resource  policies",  I  am,  in  the 
context  of  this  review,  in  point  of  fact  referring  to  "an  active  mate- 
rials policy"  for  ASEAN  countries.  The  other  equally,  and  perhaps 
even  more  important  aspects  of  human  resources,  land  avail- 
ability, land  capability,  etc.  have  not  been  discussed.  "Resources" 
in  the  broadest  sense  would  embrace:  materials,  land,  people, 
capital,  space,  air,  water,  and  even  information,  ingenuity,  etc. 

However,  I  mainly  set  out  to  highlight  the  shift  to  certain 
growth  sectors  and  to  those  materials  which  in  the  light  of  world 
economic  forces  have  added  new  dimensions  to  the  prospects  of 
ASEAN  countries'".  They  will  generate  substantial  incremental  re- 
sources that  will  enable  us  to  increase  productivity  of  the  hitherto 
"traditional"  sectors  and  to  enlarge  the  scope  for  gainful  employ- 
ment. The  future  development  of  ASEAN  member  countries 
depends  critically  on  their  ability  to  make  the  best  possible  use  of 
their  natural  resources,  in  perpetuity  with  a  minimum  of  waste  and 
for  the  benefit  of  the  greatest  number  of  people.  This  can  be  done 
only  by  enhancing  the  scope  of  human  activities  and  by  raising  the 
quality  of  human  resources.  It  is  in  connection  with  the  develop- 
ment of  our  natural  and  human  resources  that  the  important  role 
of  science  and  technology  -  of  the  advanced,  the  adaptive  and  the 

9  Secretary  General  of  the  United  Nations;  Study  of  the  Problems  of  Raw  Materials  and 
Development,  Evolution  of  basic  commodity  prices  since  1950;  a  note  submitted  to  the  Sixth 
Special  Session  of  the  General  Assembly,  2  April  1974 

10  Forestry,  animal  husbandry  and  aquatic  resources  are  included  here. 
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protective  kind  —  come  to  mind.  It  is  well  therefore  that  Southeast 
Asian  nations  as  resource-owning  countries  make  explicit  their 
considerations  and  aspirations  in  regard  to  resource  policies,  —  lest 
their  leaders  in  and  outside  governments  be  accused  by  the  future 
generations,  of  negligence. 

It  stands  to  reason  that  government  of  ASEAN  countries  will 
endeavour  to  optimize  the  benefits  of  their  natural  resources.  In  a 
world  of  materials  imbalances  they  will  therefore  insist  on  re- 
ceiving appropriate  rates  of  economic  rents  and  on  sharing  in  monopolistic 
rents.  It  would  be  too  much  or  too  naive  to  expect  ASEAN  govern- 
ments to  behave  as  the  world's  dying  breed  of  "nice  people"  by  re- 
maining outside  the  main  stream  of  owners/producers  of  scarce 
basic  materials.  They  will  press  their  demands  for  in  situ  processing 
of  the  basic  material  (whether  it  concerns  ores  or  timber  logs)  and 
subsequently  for  forward  integration  into  the  fabricating  process. 
To  ensure  equitable  arrangements  in  regard  to  the  two  types  of 
rents  referred  to  before,  they  will  want  in  the  course  of  events  par- 
ticipation in  the  successive  stages  of  the  production  cycle.  This  has 
become  the  basic  pattern  of  the  development  of  natural  resources. 
The  initial  objective  may  be  confined  to  the  generation  of  foreign 
exchange  and  opportunities  for  acquiring  technical  and  mana- 
gerial skills.  The  intermediate  and  long  term  objectives  however 
entail  that  the  sectors  concerned  provide  on  an  increasing  scale 
more  inputs  into  the  national  economy  in  terms  of  added  value, 
employment  and  the  acquisition  of  technology.  Hence  the 
desiderata  of  forward  integration  into  the  fabricating  process  and 
backward  integration  into  the  service  —  and  also  manufacturing  — 
types  of  industries".  The  sequel  of  events  in  the  oil  industry,  and 
more  recently  in  regard  to  bauxite  and  copper  are  indicative  for 
the  policy  ramifications  of  producing  countries  owning  the  raw 
materials.  The  position  presently  taken  by  the  producing  countries 
was  engendered  not  in  the  least  by  the  unrestrained  freedom  until 
recently  of  the  international  companies  to  "adjust"  internal 
transfer  prices,  which  was  made  possible  by  their  highly  inte- 
grated vertical  natural,  their  "multi-national"  character  not- 
withstanding. Those  companies  were  able  to  determine  one-sided- 
ly where  profits  should  be  shown.  Not  surprisingly  these  were  or 

1 1  Andrew  J.  Fieyman,  "Mineral  Resources  and  Economic  Growth",  Finance  and  Develop- 
ment, Volume  II,  No.  1,  March  1974 
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are  shown  usually  at  the  very  end  of  the  downstream  at  the  expense 
of  the  revenues  of  the  raw  materials  producer  countries. 

Active  participation  by  host  governments  into  the  fabricating 
process  of  the  end  product  can  take  two  forms:  (1)  by  taking  equi- 
ty in  the  industrial  conglomerates  of  the  advance  raw  material  con- 
suming countries,  such  as  in  the  case  of  Iran's  25%  equity  in  the 
Krupp  industrial  empire,  or  (2)  by  establishing  industrial  plants 
themselves  in  their  own  countries,  such  as  the  recent  decision  by 
Guyana  and  Trinidad  to  establish  a  joint  aluminium  smelter  in 
Trinidad,  allegedly  to  be  on  stream  in  1979  and  to  be  supplied  with 
alumina  from  Jamaica  and  Guyana. 

Here  is  of  course  an  area  of  potential  and  actual  conflicts 
between  host  governments  of  producing  countries  and  materials 
seeking  consumer  countries  with  their  multinational  corpo- 
rations. The  latter  have  become  so  steeped  in  their  historical  tradi- 
tion of  near  complete  control  particularly  of  the  extractive  and 
purification  stages.  It  has  its  roots  in  the  desire  to  ensure  security  of 
supply  of  materials  inputs  into  the  downstream  processing  and 
fabricating  facilities,  again  traditionally  located  in  the  consumers' 
countries. 

As  I  see  it,  over  the  next  decade  in  the  intermediate  period 
ahead,  the  governments  of  industrial  economies  and  the  multi- 
national corporations  will  have  to  move,  whether  speedily  or 
gradually  will  depend  on  the  kind  of  material  and  other  attendant 
circumstances,  towards  accomodation  with  governments  of 
producer  countries  in  order  to  gain  access  to  materials  potential 
that  can  be  developed  relatively  easily. 

It  means  a  departure  from  the  traditional  pattern  of  total  con- 
trol. Nevertlieless,  workable  collaborative  arrangements  are  possi- 
ble to  the  benefit  of  all  parties  concerned,  where  the  multinational 
corporations  act  as  contractors  for  the  host  government  or  its 
agencies  through  production  sharing  or  other  types  of  modalities. 

In  order  to  ensure  that  their  national  policies  will  be  effective 
and  to  strengthen  their  market  position,  it  is  again  logical  that 
producer  countries  wish  to  combine,  whether  in  the  form  of  cartels 
or  in  looser  kinds  of  associadons'^. 


Even  producers  of  food  and  agricultural  commercial  crop  (sugar,  cocoa,  rubber,  coffee, 
pepper,  tapioca,  copra)  have  formed  associations  for  the  purpose  of  strengthening  their 
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It  should  not  a  priori  be  presumed  that  producer  countries  are 
interested  in  raising  prices  or  in  maintaining  them  at  a  high  level 
per  se  by  restrictive  supply  policies. 

Their  main  interest  is  in  stable  earnings  in  real  terms  over  a  suf- 
ficiently long  period,  in  mitigating  the  adverse  impact  of  violent 
short  term  fluctuations  and  in  redressing  the  continued  secular  de- 
cline in  the  terms  of  trade.  There  are  various  ways  through  which 
these  objectives  can  be  pursued  and  not  necessarily  in  the  form  of 
closely  knit  cartels  either.  There  may  be  producer  associadons 
mainly  for  exchanging  information,  for  joint  marketing  studies 
and  for  sharing  the  benefits  of  research  and  technology  in  order  to 
reduce  costs  and  to  increase  productivity,  etc. 

The  long  run  effectiveness  of  producer  organisarions,  partic- 
ularly of  cartels,  depend  on  various  conditions,  either  singly  or 
jointly,  such  as:  (1)  the  nature  of  the  demand  for  the  commodity, 
i.e.  low  price  elasticity  of  demand  combined  with  sustained  growdi 
of  demand  for  the  commodity  (2)  limited  number  of  major 
producing  countries  (3)  limited  scope  for  substitution  (4)  the 
feasibility  of  common,  action,  and  others.   

THE  LAW  OF  THE  SEA  AND  THE  PRINaPLP^^^^^^ 

OF  THE  ARCHIPELAGO 

In  view  of  the  growing  importance  of  marine  resource,  I  would 
be  amiss  if  I  should  fail  to  emphasize  the  significance  of  the  "prin- 
ciple of  the  archipelago"  in  international  law  and  its  vital  impor- 
tance to  archipelago  nation-states.  The  Philippines  and  Indonesia 
are  archipelago  states.  The  policy  implications  of  this  important 
geographical  fact  were  set  forth  in  clear  terms  by  the  delegations  of 
the  two  governments  at  successive  Conferences  of  the  Law  of  the 
Sea.  These  policy  implications  are  dual.  The  imperatives  of  poHt- 
ical  integrity  and  social  stability  of  the  archipelago  nation  require 
on  the  one  hand  that  it  must  exercise  the  full  attributes  of 
sovereignty  over  all  the  seas  contained  within  its  archipelagic 
waters  -  defined  as  all  those  waters  around,  between  and  connect- 
ing the  islands  constituting  the  state,  regardless  of  their  width.  On 
the  other  hand,  all  archipelago  states  must  recognize  and  assure 


biirf^ainiiiK  position  in  world  markets.  Their  case  is  weaker  as  the  commoditii 
peiishabic,  but  the  trend,  and  the  pattern  are  there. 
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the  rights  of  all  nations  to  the  safe  and  tranquil  innocent  use  of  sea 
lanes,  especially  for  normal  commercial  transit. 

We  are  deeply  aware  of  our  responsibilities  under  that  second 
proviso  which  arises  from  the  fact  that  the  archipelagos  which  con- 
stitute our  countries  lie  astride  the  routes  of  passage  between  two 
of  the  great  oceans  of  the  world. 

However,  I  would  also  stress  the  equally  basic  fact  that  the 
proper  guarantee  of  innocent  passage  for  the  ships  of  all  nations 
itself  requires  the  actuality  of  the  first  condition:  full  exercise  of 
sovereignty  by  the  archipelago  state  concerned.  If  it  does  not  or 
cannot  take  full  sovereign  responsibility,  which  other  nation  can, 
or  will,  or  should.^  It  is  the  nation  whose  people  and  economic 
activities  are  in  and  about  the  seas  involved.  It  is  the  nation  whose 
self-interest  in  maintaining  peace  on  its  surrounding  and  enclosed 
seas  is  clearly  greatest. 

Furthermore,  in  the  case  of  both  the  Philippines  and  In- 
donesia, at  least,  they  will  be  the  countries  which  supervise  and  will 
be  responsible  for  any  marine  activities  in  their  archipelago  seas : 
off-shore  oil  exploration  and  production,  fishing  activities,  deep 
sea  minerals  exploitation,  and  so  forth.  This  is  because  the  princi- 
ple of  200  miles  economic  zones  has  been  accepted  and  no  island 
of  either  country  is  more  than  two  hundred  miles  from  the  next 
nearest  island  of  that  country.  It  means  that  supervisory  juris- 
diction over  economic  activities  in  the  respective  archipelagic  seas 
will  be  exercised  by  die  two  countries.  Many  activities  of  economic 
relevance  can  have  adverse  affects  on  both  the  environment  and  the 
safety  of  sea  lanes.  Therefore  it  is  necessary  for  the  same  authority  to 
exercise  the  law  and  order  function  and  other  attributes  of 
sovereignty  (including  the  establishment  and  enforcement  of  navi- 
gation rules)  as  the  audiority  which  supervises  the  marine  productive 
activities  in  the  same  waters  if  conflict  or,  equally  undersirable,  a 
vacuum  is  to  be  avoided  and  the  legitimate  interests  of  other  coun- 
tries are  t6  be  protected.  After  all,  in  a  very  important  and  relevant 
sense  any  activity  in  archipelago  waters  takes  place  inside  the  archi- 
pelago nation. 
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PATTERNS  OF  TRADE 

Trade,  domestic  and  foreign,  is  of  vital  importance  to  ASEAN 
countries.  In  Indonesia,  Malaysia  and  Thailand,  about  2096  of 
national  income  originates  from  trade.  For  Singapore  it  is  even 
one  third,  while  in  the  Philippines  the  trade  sector  contributes  1 196 
of  national  income.  On  the  other  hand,  ASEAN  countries  together 
supply  less  than  296  of  world  exports.  This  does  not  reveal, 
however,  that  these  countries  have  leading  positions  on  the  list  of 
world  suppliers  of  natural  rubber,  tin,  palm  oil,  tropical  hard- 
wood and  other  raw  materials.  ASEAN's  relative  share  in  world  ex- 
ports has  actually  declined  from  3.2%  in  1960  to  1.996  in  1971. 

The  somewhat  longer-run  prospects  over  the  coming  decade 
seem  more  favourable  for  Southeast  Asia's  exports.  This  is  with  a 
view  to  the  emergence  of  the  "new  markets"  of  East  Asia  and  the 
Western  Pacific,  viz.  Japan,  Australia,  and  also  Korea,  Hongkong 
and  Taiwan.  The  rising  incomes  and  the  growing  industrial  com- 
plex in  these  "new  markets"  are  generating  a  strong  demand  for 
food  (meat,  fish,  vegetables,  animal  feed),  agricultural  commodities 
(coffee,  copra,  palm  oil,  tea,  rubber)  as  well  as  the  products  of  ex- 
tractive industries  (crude  oil,  mineral  ores,  timber),  all  of  which 
happen  to  be  among  current  output  and  the  resources  potential  of 
our  sub-region. 

The  demand  in  "East  Asia  and  the  Western  Pacific"  taken 
together  is  expected  to  provide  a  growth  potential  for  the  exports 
of  Southeast  Asian  countries  of  some  7.396  per  year,  with  the  main 
impetus  coming  from  Japan.  In  comparison,  the  United  States' 
market  is  expected  to  generate  a  potential  growth  in  Southeast 
Asian  exports  of  4.496  per  annum.  In  this  context  it  is  assumed  that 
the  demand  in  Western  European  countries  for  the  products  of 
Southeast  Asia  may  well  remain  stationary  and  provide  no  growth 
for  Southeast  Asia's  exports'*. 

In  absolute  values  Western  Europe  remains  of  course  most  im- 
portant to  our  exports.  With  the  United  Kingdom  having  joined 
the  EEC,  this  represents  a  market  of  250  million  people  with  a  high 
purchasing  power.  Yet  in  relative  terms  of  the  rates  in  export  in- 


13  Report  oC  the  Asian  Development  Bank:  "Southeast  Asia's  Economy  in  the  1970's", 
November  1970 
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creases,  there  is  likely  to  be  a  shift  away  in  the  direction  of  our 
trade  towards  East  Asia  and  the  Western  Pacific,  and  to  the  United 
States. 

ASEAN  AND  EEC 

Exports  to  the  EEC  for  all  ASEAN  partners  range  from  6  to 
1596  of  their  total  exports.  But  the  exports  of  ASEAN  countries 
amounted  to  less  than  196  of  total  1971  EEC  imports  (before  the 
U.K.  joined  the  EEC).  In  197 1  the  value  of  ASEAN  exports  to  EEC 
was  close  to  800  million  dollars'*.  The  direction  of  ASEAN  exports 
has  been  dominated  by  the  sale  of  natural  rubber  to  the  EEC  coun- 
tries with  a  large  automobile  industry:  West  Germany  as  the 
leading  EEC  market  for  ASEAN  countries,  followed  by  France  and 
Italy,  while  the  Netherlands  was  a  relatively  important  trade 
partner  for  all  ASEAN  countries.  On  the  other  hand,  ASEAN  im- 
ports from  the  EEC  rose  from  300  million  dollars  in  1960  to  800 
million  dollars  in  1971.  The  balance  of  trade  between  ASEAN  and 
the  EEC  was  positive  for  ASEAN  until  1967,  but  it  has  turned 
negative  since  then.  For  the  majority  of  ASEAN  exports  to  the  EEC 
has  neither  matched  the  growth  of  total  EEC  imports  nor  kept  pace 
with  other  competing  suppliers  from  the  developing  countries. 
ASEAN's  relative  market  position  in  EEC  has  weakened. 

On  16  June  1972  the  first  official  meeting  took  place  between 
the  EEC  commission  and  the  ASEAN  nations,  which  was  meant  as 
the  beginning  of  formal  institutional  links  ("institutionalized 
dialogue"  was  the  terminology  used).  Progress  to  date  has  been 
painstakingly  slow,  if  at  all,  for  ASEAN  in  its  relationship  with 
EEC,  continued  protestations  of  sympathy  notwithstanding. 

Apart  from  a  Joint  ASEAN  -  EEC  Study  Group  established  in 
1974,  not  even  a  permanent  machinery  has  yet  been  created  within 
EEC  to  deal  with  ASEAN  matters.  This  is  disappointing.  Because  a 
different  group  of  other  less  developed  countries  has  gained 
privileged  access  to  the  EEC,  it  has  created  distortions  in  terms 
of  access  to  its  markets. 

The  agreements  between  EEC  and  the  LOME  group  of  coun- 
tries (44  countries  of  Africa,  the  Caribbean  and  the  Pacific  islands 
of  Solomon  and  Fiji)  entail  preferential  treatment  and  a  virtual 


14  Ibid. 
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waiver  of  reciprocity  by  providing  the  possibility  of  invoking  the 
safeguard  clause  for  the  benefit  of  associate  members  which  would 
give  them  leeway  to  apply  import  restrictions.  More  important, 
provisions  have  been  made  to  ensure  stability  in  export  proceeds 
of  associate  members,  entailing  provisions  as  to  quantity  and  price. 
The  products  concerned  comprise  sugar,  groundnuts  and  ground- 
nut oil,  cotton,  cocoa,  coffee,  bananas,  copper,  and  possibly  also 
citrus  fruits,  copra  and  coconut  products.  The  fact  that  the  EEC 
has  gone  to  such  lengths  in  regard  to  above  arrangements  for  the 
benefit  of  a  specific  group  of  less  developed  countries  (anselirged 
Yaunde),  is  in  sharp  contrast  to  its  ambivalent  and  discriminatory 
attitude  vis-a-vis  ASEAN.  The  argument  of  historical,  legal  and 
moral  obligations  (towards  former  colonies)  is  wearing  thin. 
ASEAN  will  of  course  keep  knocking  on  EEC's  door.  It  can  hardly 
afford  not  to  do  so  in  view  of  EEC's  importance  as  a  market,  and 
generally  as  potentially  the  most  important  of  the  trading  entities 
in  the  world  system. 

The  European  Community's  relationship  with  Southeast  Asia 
will,  generally  speaking,  have  a  small  political  content.  Individual 
countries  of  Europe  may  continue  to  have  many  different  links 
with  Southeast  Asian  countries,  but  the  Community  as  such  is  ap- 
parently more  preoccupied  with  its  internal  affairs,  its  relations  vis- 
a-vis the  U.S.  and  Japan,  and  its  links  to  its  Eastern  neighbours. 
Only  since  the  "oil  shock"  jolted  the  European  countries  have  they 
displayed  frenetic  activities  outside  their  orbit  and  mostly  in  terms 
of  relations  with  the  oil  producing  countries  of  Southwest  Asia.  The 
EEC  is  important  to  Southeast  Asia  as  a  market  and  a  source  of 
supply  and  because  the  EEC  is  a  major  trading  parmer  in  the 
world  by  any  standards.  But  the  reserve  is  not  the  case.  Southeast 
Asia  is  unimportant  to  EEC  in  relative  and  absolute  terms.  EEC's 
position  vis-a-vis  Southeast  Asia  has  been  since  its  inception,  one 
of  "benign  indifference".  It  is  still  questionable  whether  that  at- 
titude will  change. 
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I.  INTRODUCTION 

Discussions  of  economic  aspects  in  general  frequently  do  not 
consider  micro  aspects.  Targets/programs  etc.  drawn  up  at  the 
macro  level  have,  in  real  life,  to  be  implemented  by  the  micro  sec- 
tor. Therefore  it  is  proposed  to  consider  operational  aspects  that 
are  fundamentally  micro  aspects,  and  to  do  this  particularly  in 
relation  to  business  in  the  ASEAN  states. 

Often  times,  discussions  of  economics  is  seen  only  at  the  macro 
level,  for  example,  data  on  intra-trade  and  the  like.  It  would 
perhaps  be  more  interesting  for  us  to  enquire  into  the  ways  in 
which  intra-trade  is  conducted  at  the  operational  level,  that  is,  at 
the  level  of  ASEAN  business.  This  sector  has  long  been  a  sort  of 
pioneer  for  cooperation  at  the  operational  level  and  is  more 
private-enterprise  oriented. 


II.  BACKGROUND  NOTES 

Economic  relations  between  Indonesia  and  the  other  member 
states  of  ASEAN  may  be  seen  in  a  historical  context. 

A  prominent  author,  R.D.  Robinson',  describes  the  process  of 
change  in  Southeast  Asia  and  devides  it  into  five  periods.  In  and, 
each  of  these  periods  is  decisive  in  determining  economic  and 
busine.ss  relations  among  the  five  ASEAN  member  states. 


I    Kidi.iid  1).  Rohiiison,  fnlemalidnal  Business  Policy,  (Holt,  Riiu-liiiii,  Winston)  1964 
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1.  The  Commercial  Era  (between  1500-1850) 

European  (Dutch,  Portuguese,  Spanish,  etc.)  traders  saw 
Southeast  Asia  as  a  source  of  supply  of  exotic  goods  such  as  in- 
cense etc.  Their  need  for  such  exotica  drove  these  traders  to  send 
sailing  ships  to  Southeast  Asian  ports  on  a  continual  basis,  there- 
by enabling  them  to  obtain  satisfactory  profits  on  the  European 
markets.  In  general,  the  goods  purchased  by  the  European  traders 
were  available  in  the  Southeast  Asian  ports  and  could  be  pur- 
chased from  businessmen  in  those  ports,  so  that  there  was  no  need 
for  the  Europeans  to  setde  or  open  branches  in  Southeast  Asia, 
rather  they  had  merely  to  appoint  "agents"  of  "representatives" 
responsible  for  ensuring  that  the  required  goods  were  collected  at 
the  ports  for  shipment.  During  this  period,  Holland  was  the 
market  centre  for  such  goods,  and  it  was  from  there  that  the  goods 
were  distributed  throughout  Europe. 

2.  The  Exploitation  Era  (between  1850- World  War  I) 

The  "Industrial  Revolution"  in  Europe  brought  about  changes 
in  the  pattern  and  composition  of  demand  on  the  part  of  society, 
industry  and  business.  One  of  the  more  important  of  such  changes 
was  the  increasing  demand  of  growing  industries  for  raw  mate- 
rials. Not  only  did  the  expanding  industries  of  Europe  need 
supplies  of  raw  materials,  in  order  to  be  in  a  position  to  deter- 
mine the  prices  of  their  products,  they  needed  such  supplies  to  be 
guaranteed,  regularized  of  predetermined  quality  and  available  in 
sufficiently  large  quantities  at  the  lowest  possible  prices.  In  order 
to  sadsfy  these  requirements,  they  sought  control  over  the  sources 
of  their  supplies.  The  urgency  of  the  requirements  and  the  high 
profits  involved  encouraged  many  "merchant  adventurers"  to 
open  estates  and  plantadons  in  Southeast  Asia.  Colonialism  grew 
out  of  the  need  for  protecdon  for  such  merchants  and  the  Euro- 
pean industrial  interests  with  which  they  were  linked.  There  thus 
arose  in  this  period  systems  of  colonial  exploitation  such  as  that  of 
the  Dutch  in  Indonesia,  the  English  in  Malaysia,  etc. 

By  virtue  of  the  rapid  growth  in  the  field  of  raw  material 
supplies,  Holland,  for  example,  became  a  prosperous  country. 
Indeed,  the  thesis  was  once  expounded  that  American  capital  re- 
quirements during  this  period  were  met  to  some  extent  by  Dutch 
capital  that  was  available,  because  of  the  wealth  that  the  Dutch 
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were  extracting  from  Indonesia.  Current  American  "aid"  to  Indo- 
nesia may  be  seen  as  repayment  of  a  "debt  of  honour"  (an  argu- 
ment frequently  used  against  the  Dutch).  Although  this  thesis  may, 
at  least  in  the  eyes  of  those  involved,  appear  somewhat  "arti- 
ficial", nonetheless  for  Indonesia  it  contains  an  aspect  of  truth. 

This  second  phase  witnessed  the  development  of  the  system  of 
estate  management  known  as  "administratie  kantoren".  As  indus- 
tries developed  in  Europe  and  trade  began  to  expand,  large 
trading  corporations  were  established.  Dutch  trading  companies, 
particularly  those  known  as  die  "big  ten",  played  an  important 
role  in  colonial  economic  affairs.  These  companies  presented  the 
tools  and  the  mechanism  for  the  domination  of  the  Indonesian 
economy  for  centuries  by  the  Dutch  Colonial  Government.  The 
creation  of  institutions  such  as  "management  companies,  big 
trading  organizations",  together  with  service  institudons  in  the 
field  of  shipping,  banking,  assurance,  transport  etc.  provided  an 
efficient  infrastructure  for  the  implementation  of  colonial  govern- 
ment economic  and  business  policies.  It  was  these  institutions  that 
carried  out  both  the  effective  and  efficient  export  of  raw  materials 
to  the  colonial  "mother  countries"  and  the  import  of  industrial 
products  for  sale  on  the  growing  markets  of  the  colonies.  To  satis- 
fy dieir  needs  for  cheap  labour,  they  imported  Chinese  and  Indians 
for  a  variety  of  manual  work  on  the  estates,  mines  etc. 

3.  The  Concession  Era  (between  World  War  I- World  War  II) 

The  indiscriminate  exploitation  of  Indonesia  by  the  colonial 
powers  began  to  provoke  various  criticism  and  threat.  Perhaps  as  a 
result  of  such  criticism  and  threats,  it  was  felt  necessary  to  es- 
tablish certain  industries  on  Java.  Such  industries,  however,  were 
basically  more  oriented  to  serving  the  interests  of  industry  in  the 
"mother  country"  than  the  development  of  industry  in  Indonesia, 
with  the  exception  of  the  period  of  the  second  World  War,  when 
they  were  "forced"  to  establish  more  industries  on  Java. 

Throughout  this  period,  they  continued  to  strive  to  maintain 
control  over  all  economic  affairs.  By  means  of  all  sorts  of  adminis- 
trative measures  and  tactics  they  were  able  to  maintain  what  they 
already  possessed.  In  the  field  of  plantations  and  mines,  for  exam- 
ple, they  were  able,  by  virtue  of  cooperation  with  the  colonial  ad- 
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ministration,  to  obtain  concessions  for  periods  of  as  long  as  100 
years. 

All  their  efforts  to  maintain  their  economic  power  came  to  a 
temporary  end  with  the  arrival  of  the  Japanese  army  in  1942.  After 
the  war,  they  succeeded  in  rehabilitating  themselves  and  appeared 
once  again  as  large  companies. 

4.  The  National  Era  (between  World  War  11-1970) 

Indonesia  proclaimed  her  independence  on  August  17,  1945, 
thereby  signalling  the  beginning  of  the  Indonesian  National  Era. 
Dutch  business,  however,  were  able  to  reconsolidate  in  those  areas 
that  were  under  Dutch  military  control,  and  they  were  able  to  con- 
tinue to  operate  even  after  the  establishment  of  Indonesian 
authority  throughout  the  archipelago  in  1949.  Dutch  companies 
remained  an  economic  force  within  Indonesia  up  until  1958,  when 
they  were  all  finally  taken  over  by  the  Indonesian  Government. 

During  this  period,  Indonesia  obtained  some  expensive  and 
bitter  experiences  as  the  result  of  such  experiments  in  economic 
policy  as  the  "Benteng  system"  (1950-1958)  and  the  "state  enter- 
prise system"  (1958-1966).  The  system  introduced  the  protection 
of  national  interest  and  signalled  the  commencement  of  the  period 
of  Indonesian  economic  development  (±  1967).  The  new  system  is 
among  other  things,  pragmatic,  intended  to  enhance  national 
resilience.  In  this  context,  interdependency  with  the  outside  world 
is  also  taken  into  account.  As  a  developing  country,  Indonesia  has 
contributed  to  and  participated  in  international  economic  affairs, 
and  has  taken  an  active  part  in  the  program  to  devise  a  New  Inter- 
national World  Economic  Order.  Each  development  and  process 
of  change  in  the  economy  helps  to  improve  the  standard  of  living, 
as  well  as  generating  fresh  problems. 

III.  CONTINUING  EFFECTS  OF  ECONOMIC  HISTORY 

Some  of  the  continuing  effects  of  economic  history  on  the 
Indonesian  economy  are: 

a.   with  the  notable  exception  of  Singapore,  the  economies  of  the 
ASEAN  states  are  predominantly  agricultural  due  to  their  his- 
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tory  as  suppliers  of  raw  materials.  Industrial  development 
remains  minimal,  and  industries  processing  raw  materials  into 
finished  goods  are  virtually  non-existent; 

b.  due  to  the  long  and  intensive  period  of  colonial  exploitation  in 
the  ASEAN  area,  trade  patterns  were,  following  in- 
dependence, still  heavily  tilted  in  favour  of  the  colonial  powers 
and  continued  to  reflect  the  pattern  of  colonial  domination  — 
e.g.  Indonesian  trade  oriented  primarily  towards  Holland, 
Malaysian  to  the  U.K.,  Philippines  to  the  USA.  As  a  result  of 
this  colonial  legacy,  trade  relations  and  economic  interaction 
among  the  ASEAN  member  countries  themselves  was  virtually 
insignificant,  consisting,  for  example,  of  such  aspects  as  trade 
in  agricultural  and  forest  products  between  Indonesia  and 
what  was  then  the  "Free  Port"  of  Singapore; 

c.  seen  against  the  backdrop  of  the  historical  development  of  the 
economies  of  the  area,  it  can  be  readily  understood  that  the 
economy  of  ASEAN  countries  are  not  complementary,  but  are 
rather  competitive  —  consider  the  examples  of  commodities 
such  as  rubber,  copra,  palm  oil,  coffee,  tea  etc; 

d.  another  result  of  the  economic  legacy  of  colonialism  in  the 
area  of  the  ASEAN  states  was  that  knowledge  of  each  others 
economic  conditions  and  dynamics  was,  until  about  1960, 
minimal.  The  banking  systems  and  trade  practices  of  each 
ASEAN  state  differed  markedly  one  from  another  not  to  men- 
tion differences  in  education  systems  and  language  orien- 
tations ; 

e.  similar  lack  of  complementarity  and  interrelationship  was  ap- 
parent in  fields  such  as  transport,  communications,  and  other 
services ; 

f.  several  decades  of  expertise  and  experience  in  the  workings  of 
the  international  market  was  possessed  by  individuals  and  in- 
stitutions, thereby  enabling  each  of  the  states  of  the  area  to  es- 
tablish secure  ioternational  trading  positions. 

IV.  THE  ECONOMIES  OF  THE  ASEAN  STATES  IN  THE 
PROCESS  OF  TRANSITION 

With  the  exception  of  Singapore,  the  economies  of  the  ASEAN 
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States  are  predominantly  dependent  upon  agricultural  products.  A 
variety  of  programs  have  been  introduced  with  the  purpose  of  in- 
ducing structural  changes  that  will  enable  these  economies  to 
provide  work  for  their  ever- increasing  workforces.  In  each  of  the 
ASEAN  economies,  the  contribution  of  the  industrial  and  services 
sectors  has  begun  to  increase,  and  that  of  agricultural  sector  to 
decline,  on  a  percentage  basis. 

The  experiences  of  the  ASEAN  states  are  various,  but  each  of 
them  has  the  experience  in  the  area  of  seeking  to  establish  an  ap- 
propriate "blend"  of  policies  in  the  pursuit  of  three  main  goals: 
(1)  economic  growth  and  expansion;  (2)  national  identity  or  na- 
tion building;  (3)  political  stability  (including  the  political  system, 
etc.). 

The  degree  of  emphasis  allocated  to  each  of  these  three  goals 
varies  with  the  "style"  and  wisdom  of  the  leadership,  and  the  level 
of  national  development,  of  each  ASEAN  state.  In  the  final  ana- 
lysis, excessive  emphasis  upon  "nation  building",  for  example, 
results  in  insufficient  attention  to  the  realities  of  economic  growth; 
similarly  preoccupation  with  economic  affairs  at  the  expense  of 
national  identity  is  also  inadvisable.  Insufficient  attention  to  the 
maintenance  of  political  stability  can  result  in  failure  to  attain  any 
of  the  three  goals.  The  states  of  ASEAN  agree  that  the  appropriate 
blend  among  these  three  goals  is  that  which  generates  solid  contri- 
butions for  national  resilience,  thereby  building  an  increasingly 
strong  foundation  for  regional  resilience. 

On  the  basis  of  their  individual  experiences  of  difficulties, 
challenges,  experiments,  and  in  view  of  trends  in  the  international 
arena,  the  states  of  ASEAN  have  been  strengthened  in  their  convic- 
tion that  while  each  of  them  individually  must  allocate  primary 
priority  to  their  national  interests,  the  establishment  of  greater 
economic  cooperation  among  them  will  facilitate  the  more  rapid 
achievement  of  the  desired  economic  momentum. 

V.  ASEAN  AS  A  CONCRETE  FRAMEWORK  FOR  ECONOM- 
IC COOPERATION 

After  the  establishment  of  ASEAN  on  8  August,  1967,  the 
successful  ASEAN  Summit  Meeting  in  Bali  on  23-24  February  1976 
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demonstrated  the  wisdom  and  the  skill  of  ASEAN  statesmen.  More 
concrete  form  was  given  to  economic  cooperation  at  the  meeting 
of  ASEAN  economic  ministers  in  Kuala  Lumpur  during  8-9  March 
1976  and  at  subsequent  similar  gatherings.  In  summary  form,  the 
agreements  reached  on  economic  cooperation  among  the  ASEAN 
member  states  are  as  follows: 

1 .  Cooperation  on  Basic  Commodities,  Particularly  Food  and 
Energy 

Rice  and  oil  have  been  mentioned  as  two  commodities  that 
must  be  included  in  any  "preferential  trading  arrangement",  with 
priority  given  to  their  supply  in  times  of  shortage  and  their 
purchase  in  times  of  oversupply.  Other  commodities  will  be 
studied  in  detail  in  committee  form. 

2.  Industrial  Cooperation 

It  was  agreed  to  set  up  expert  teams  responsible  for  reviewing 
the  industrial  cooperation  program.  These  teams  will  study  the 
feasibihty  of  the  proposed  establishment  of  ASEAN  industrial 
plants,  including: 

a.  Indonesia  —  urea  plant 

b.  Malaysia  —  urea  plant 

c.  Philippines  —  super  phosphate 

d.  Singapore  —  diesel  engines 

e.  Soda  ash 

The  teams  will  also  study  in  detail  the  prospects  for  other  proj- 
ects, such  as:  metal-working  machine  tools,  fisheries,  electrolytic 
tin  plating,  heavy  duty  rubber  tyres,  and  electric  components. 

It  would  appear  that  the  projects  proposed  so  far  have 
deliberately  been  kept  to  "modest"  proportions  on  the  grounds 
that  ASEAN  projects  should  be  such  that  they  are  within  the  capac- 
ity of  ASEAN  to  operate  without  having  to  depend  upon  external 
assistance  from  sources  such  as  multinational  corporations. 

3.  Cooperation  in  Trade 

In  the  beginning  there  was  a  proposal  to  create  an  "ASEAN 
Free  Trade  Area",  involving  tariff  reductions  and  overall  lowering 
of  non-tariff  barriers.  This  proposal  was  initially  put  forward  by 


55 


THE  INDONESIAN  QUARTERLY 

Singapore,  with  the  support  of  several  other  ASEAN  states. 

The  Indonesian  response  to  this  proposal  was  that  it  was 
premature  to  attempt  such  an  operation  and  that,  if  attempted,  it 
could  have  a  negative  impact  on  Indonesia's  own  economic 
development. 

Agreement  was  finally  reached  to  establish  selective  trade  co- 
operation. The  products  accepted  for  consideration  for  inclusion 
in  this  "preferential  trading  agreement"  were:  maize,  sugar,  vege- 
tables, fish,  meat,  clinkers,  cement,  logs,  sawn  timber,  tobacco, 
copra  and  coconut  oil,  palm  oil. 

Agreement  has  been  reached  to  have  the  experts  also  consider 
the  following  items  in  the  context  of  the  preferential  agreement: 
longterm  quantity  contract,  purchase  finance  support  at  pref- 
erential interest  rates,  preference  in  procurement  by  Government 
entities,  extension  of  tariff  preferences,  and  other  measures  to  be 
agreed  upon. 

At  the  same  time,  the  monetary  and  finance  sector  is  to  study 
ways  to  strengthen  intra  ASEAN  trade  by  monetary  and  financial 
measures. 

4.  Joint  Approach  to  International  Commodity  Problems 

Joint  approaches  will  be  made  in  relation  to  such  matters  as 
Buffer  Stock,  Natural  Rubber  price  stabilisation.  International  Tin 
Agreement  etc.  The  feasibility  of  joint  approaches  in  connection 
with  the  following  products  will  also  be  studied:  sugar,  maize, 
copra  and  coconut  oil,  pepper,  vegetable  oil,  palm  oil,  tapioca, 
banana,  timber  and  timber  products,  textile  and  textile  products, 
abaco,  kenaf,  jute  and  jute  products. 

5.  Joint  Approach  to  Other  World  Economic  Problems 

Involved  under  this  heading  are  ASEAN  relations  with  the 
EEC,  COMECON,  UNCTAD,  IBRD,  GATT,  etc. 

6.  Other  Areas 

The  Kuala  Lumpur  meeting  agreed  that  the  ASEAN  states  must 
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"consider  measures"  for  the  expansion  of  the  basic  infrastructure 
supporting  intra-ASEAN  trade  such  as  Insurance,  Banking  and 
Finance,  Shipping  and  Trade  and  Communication,  and  decided  to 
instruct  "senior  officials"  to  study  such  measures.  It  was  also 
agreed  to  exchange  information  and  statistics. 

7.  Review  of  Existing  ASEAN  Machinery  for  Economic  Coopera- 
tion 

In  order  to  improve  the  efficiency  of  ASEAN  program  im- 
plementation, the  meeting  agreed  to  establish  five  standing  com- 
mittees dealing  with,  respectively:  Food  and  Agriculture 
(Takadita),  Industry  (Manila),  Trade  (Singapore),  Communi- 
cations and  Transportation  (Malaysia)  and  Finance  and  Banking 
(Bangkok). 

VI.  GENERAL  DATA  ON  ASEAN  MEMBER  STATES 

The  data  in  the  following  tables  is  intended  to  facilitate  the 
further  discussion  of  intra-ASEAN  economic  relatione.  The  data  is 
drawn  from  Economic  Indicators,  (Sime  Derby  Group  Planning 
Department,  Second  Edition,  1976). 

Table  I  —  presents  data  on  land  area,  population  growth  and 
density,  GDP,  and  manufacturing  in  relation  to  GDP.  As  can  be 
seen,  the  states  of  ASEAN  differ  markedly  in  respect  to  these  basic 
indices. 

Table  II  —  presents  data  on  population,  including  rate  of 
growth,  age  structure,  distribution,  education,  labour  force  and 
wages. 

Table  III  —  data  on  money  supply  and  consumer  index. 

Table  IV  —  further  details  on  GDP  composition. 

Table  V  —  trade  statistics  for  each  ASEAN  state. 

Table  VI  —  breakdown  of  trade  in  terms  of  main  commodities, 
including  data  on  trade  with  Japan. 

Table  VII  —  balance  of  payments,  foreign  exchange  reserves, 
and  exchange  value  of  currency. 
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VII.  INTRA-ASEAN  TRADE 

1.  ASEAN  participation  in  international  trade 

As  a  percentage  of  total  international  trade,  ASEAN  trade 
declined  during  the  period  1970-1975  (Table  VIII).  Whereas  in 
1970  ASEAN  trade  represented  17.0%  of  total  international  trade 
by  1974  this  propordon  had  dropped  to  12.8%.  The  percentage  of 
exports  also  declined  over  the  same  period,  from  20.8%  to  14.3%. 

However,  seen  in  terms  of  increased  trade  with  the  rest  of  the 
world,  the  increase  after  1973  reveals  considerable  progress  in 
ASEAN  trade.  This  increase  also  demonstrates  how  dependent  are 
the  ASEAN  states  upon  internadonal  trade.  This  dependency  is,  of 
course,  a  reflecdon  of  the  economic  structures  of  these  states,  par- 
ticularly Singapore.  As  shown  in  Table  IX,  die  total  value  of 
ASEAN  trade  in  1974  was  US$  45.510  million,  of  which  amount 
Singapore  accounted  for  $  14.189  million,  followed  by  Indonesia 
with  $  11.268  million.  These  figures  demonstrate  the  success 
achieved  by  die  entrepreneurs  of  die  private  enterprise  sector  in 
expanding  Singapore's  trade,  and  also  indicate  the  relatively  high 
degree  of  coordination  achieved  by  Singapore  among  die  Govern- 
ment, die  Administrators,  die  Bureaucracy  and  die  Entre- 
preneurs. These  results  are  proof  of  the  vital  role  of  private  entre- 
preneurs in  the  process  of  economic  growth. 


2.  The  direction  of  ASEAN  trade 

Table  IX  gives  us  an  overall  picture  of  the  direction  of  ASEAN 
trade  flows.  As  can  be  seen,  die  proportion  of  total  ASEAN  trade 
that  is,  with  industrial  states  was  approximately  61.9%  in  1974.  Ex- 
ports to  die  USA  and  the  EEC  tend  to  decline,  while  exports  to 
Japan  increase  significantly.  Imports  from  USA  decline  while  diose 
from  EEC  countries  increase.  Imports  from  Japan  appear  to  have 
remained  more  or  less  constant  since  1964  at  around  25-26%. 

The  total  proportion  of  export  intra-ASEAN  trade  averaged 
19.2%  and  11.7%  for  import  in  the  period  1971-1974.  The  intra- 
ASEAN  trade  situation  is  presented  in  more  detail  in  Table  A 
below: 


58 


INDONESIA'S  ECONOMIC  AND  BUSINESS  RELATIONS 


TABLE  A 


"INTRA-ASEAN  TRADE"  AS  A  PERCENTAGE  OF  ASEAN  MEMBER  STATES' 
TRADE,  1970-1974 

Exports  Imports 
1970  1974  1970  1974 


Indonesia  25.08 

Malaysia  46.55 

Philippines  1.48 

Thailand  10.24 

Singapore  16.65 


9.55  7.05  13.31 

44.10  20.91  23.19 

2.20  5.84  3.02 

18.16  3.93  3.56 

25.99  65.27  56.92 


100.0  100.0  100.0  100.0 

Source:  Derived  from  International  Monetary  Fund,  Direction  of  trade,  1970  and 
1974,  from  Wang  Ting  Min,  "ASEAN  Trade  and  Economic  Co- 
operation", paper  presented  during  a  seminar  organized  by  the  Nanyang 
University,  Singapore  3-4  September  1976. 

If  we  look  carefully  at  the  figures  in  Table  A,  we  can  see  that  the 
contributions  of  Indonesia  and  Malaysia  to  intra-regional  trade 
are  much  greater  than,  for  example,  the  Philippines.  Malaysia  and 
Singapore  have  long  enjoyed  close  relations  because  of  Singa- 
pore's "entrepot  trade"  function. 

Indonesia's  contribution  in  terms  of  exports  has  declined 
markedly  from  25.0896  in  1970  to  9.55%  in  1974,  a  development 
due  to  Indonesia's  success  in  expordng  directly  to  the  consumer, 
i.e.  Japan.  Indonesia's  contribution  to  imports  has  increased  how- 
ever, a  development  that,  in  our  opinion,  is  due  to  Singapore's  role 
as  "financer"  for  imports,  a  role  obtained  because  of  the  higher 
rates  of  interest  prevailing  in  Indonesia  in  comparison  with  Singa- 
pore. An  importer  in  Indonesia  must  obtain  finance  at  the  rate  of 
2|%  per  month,  whereas  if  the  same  importer  conducts  the  process 
via  Singapore  the  relevant  rate  may  be  as  low  as  2%  for  four 
months,  with  the  added  advantage  of  the  possibility  of  obtaining 
T/r  up  to  six  months. 

The  increased  export  contribution  of  Thailand  to  intra-ASEAN 
trade  is,  in  our  opinion,  due  to  increased  rice  exports,  particularly 
to  Indonesia.  Data  on  ASEAN  rice  trade  is  presented  in  Table  VIII, 
where  it  can  be  seen  that,  in  1974,  Thai  exports  were  priced  at  US$ 
482,8  million,  while  Indonesian  imports  were  around  $  397 
million. 
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Intra-ASEAN  trade  will  perhaps  decline  in  the  future  as  Malay- 
sia-Indonesia "transito"  trade  is  gradually  replaced  by  export 
directly  to  the  consumer  states.  Singapore's  strength  as  a  financial 
centre  will  probably  be  sufficient  to  ensure  that  a  high  proportion 
of  ASEAN  purchases  continue  to  be  made  through  Singaporean 
facilities. 

Table  B  below  presents  further  details  of  Intra-ASEAN  Trade: 


TABLE  B 


INTRA-ASEAN  TRADE 

1970- 

1974  (in  percentage) 

State 

ASEAN  Import  {%) 
1970  1974 

ASEAN  Export  (96) 
1970  1974 

Indonesia 

7.6 

9.2 

24.7  8.6 

Malaysia 

16.0 

14.6 

24.8  23.9 

Philippines 

.5.1 

2.3 

1.2  1.3 

Singapore 
Thailand 

27.2 
3.3 

17.2 
2.9 

29.2  19.1 
14.9  19.0 

Source:  Lin  See  Yan,  "Progree  and  Progress,  Problems  and  Prospects  in  ASEAN 
Economic  Cooperation",  table  4,5  and  6,  UMBC,  Economic  Reviews, 
Vol  XII,  No.  1976  and  from  Wang  Ting  Min,  op.  cit. 


Singapore's  imports  from  the  rest  of  ASEAN  declined  from 
27.2%  in  1970  to  17.2%  iri  1974  (see  Table  IX).  Accordingly,  this 
decline  was  due  to  the  drop  in  Indonesian  exports  to  other  ASEAN 
states  (Singapore)  from  24.7%  in  1970  to  8.6%  in  1974.  It  is  interest- 
ing to  note  that  Malaysian  exports  did  not  drop  particularly  during 
the  same  period,  a  fact  that  we  interpret  as  due  to  the  relatively 
high  degree  of  control  that  Singapore  businesses  exercise  over 
their  branches  and  affiliates  in  Malaysia  —  often  the  relationship  is 
more  like  that  within  a  single  company,  despite  the  physical 
presence  of  the  branch  or  subsidiary  in  Malaysia. 

3.  The  Growth  of  ASEAN  Trade 

Table  X  depicts  the  growth  of  ASEAN  trade.  Although  Indo- 
nesian trade  growth  during  the  decade  1964-1974  was  reasonable, 
it  was  far  outstripped  by  the  performances  of  smaller  countries 
such  as  Singapore  and  Malaysia,  a  fact  that  demonstrates  the  capa- 
bilities of  the  entrepreneurs  of  Malaysia  and  Singapore  -  especial- 
ly the  latter,  which,  in  the  absence  of  any  but  human  resources,  has 
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succeeded  in  creating  a  financial  and  entrepreneurial  centre  and 
has  thereby  achieved  very  rapid  growth  during  the  past  decade. 

The  overall  rate  of  growth  of  ASEAN  trade  during  the  period 
1970-1974  was  approximately  32.296;  this  overall  figure  is  broken 
down  by  country  in  Table  X,  revealing  national  growth  rates  as 
follows:  Indonesia  38.3%;  Malaysia  28.596;  Philippines  28.096; 
Singapore  37.196;  Thailand  29.196.  In  comparison  with  inter- 
national rates  of  trade  growth,  ASEAN  trade  performance  presents 
a  favourable  picture, 

4.  Prospects  for  internal  ASEAN  trade 

a.  Agricultural  products: 

Rice  and  sugar:  Rice  is  still  being  imported  into  the  area 
from  such  countries  as  the  PRC  and  the  USA,  however,  it 
may  be  anticipated  that  the  rice  trade  between  Thailand 
and  the  other  ASEAN  states  will  increase  as  a  result  of  the 
government  —  level  agreement  on  this  matter.  Only  the 
Philippines  and  Thailand  enjoy  an  exportable  surplus 
of  sugar.  Although  the  Indonesian  sugar  industry  is 
strengthening  rapidly,  she  currently  still  has  no  import 
sugar.  Trade  in  "Java  sugar"  (brown  sugar)  is  brisk 
between  Indonesia  and  Singapore. 

Coconut  products:  Coconut  oil  is  produced  by  all  the 
ASEAN  states  with  the  exception  of  Singapore.  Part  of  this 
oil  will  go  to  Singapore,  while  other  coconut  products  can 
be  traded  among  the  ASEAN  states. 

Vegetables,  fruit:  products  in  this  category  are  being 
traded  heavily,  particularly  among  Singapore,  Thailand 
and  Indonesia. 

b.  Industrial  products: 

In  the  very  near  future  we  must  have  a  work  program  to 
increase  intra-ASEAN  trade  in  such  industrial  products  as 
rubber,  pulp  and  paper,  fertilizers,  and  petrochemical 
products. 

c.  Mining,  particularly  oil:  trade  has  already  commenced,  with 
the  supply  of  oil  to  Thailand  and  the  Philippines.  The 
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ASEAN  countries  regard  Indonesian  oil,  although  better 
in  quality,  as  being  too  expensive,  and  they  therefore 
purchase  oil  from  the  Middle  East.  The  technical  aspects  of 
a  refinery  designed  specially  to  process  Middle  Eastern  oil 
in  Southeast  Asia  still  require  careful  study. 

We  have  mentioned  a  number  of  agricultural,  indus- 
trial and  mining  products  that  may  offer  good  prospects  in 
inter-ASEAN  trade,  depending  upon  the  energy  and  re- 
sourcefulness of  the  entrepreneurs  involved.  It  is  the  view 
of  many  ASEAN  bankers,  businessmen  and  officials  that 
trade  among  ASEAN  members  will  increase,  and  that  this 
will  be  achieved  by  ASEAN  entrepreneurship. 

VIII.  OTHER  FORMS  OF  COOPERATION  WITHIN  ASEAN 

We  point  out  below  some  of  the  various  areas  in  which  co- 
operation is  manifested  at  the  governmental  and  business  levels. 

a.  Governmental 

As  pointed  out  above,  five  committees  have  been  establish- 
ed at  the  ASEAN  inter-governmental  level  to  consider  means 
by  which  to  enhance  ASEAN  cooperation. 

Regular  meetings  are  also  held  by  the  Governors  of  ASEAN 
Central  Banks,  and  a  number  of  ad  hoc  committees  is  establish- 
ed among  senior  ASEAN  officials. 

At  the  senior  level,  we  witness  meetings  of  ASEAN  Minis- 
ters for  Finance  and  Trade,  etc. 

b.  The  Private  Enterprise  level 
Shipping: 

A  Federation  of  ASEAN  Shippers  Council  was  formed  in 
1974,  followed  in  1975  by  the  Federation  of  ASEAN 
Shipowners  Association.  Koh  Seow  Jee  has  written  on  the  sub- 
ject of  ASEAN  shipping  under  the  tide  "Shipping  in  ASEAN 
Countries".  Koh  is  of  the  opinion  that  a  process  of  change  is 
underway  in  ASEAN  oceanshipping  requirements  as  a  result  of 
such  factors  as  changes  in  shipping  technology,  trading 
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patterns  and  practices,  government  policies  and  attitudes,  not 
to  mention  developments  in  maritime  law  and  methods  of 
finance. 


Chambers  of  Commerce: 

An  ASEAN  Chamber  of  Commerce  and  Industry  is  es- 
tablished, and  several  meetings  was  held  in  different  ASEAN 
countries.  The  last  such  meeting  proposed  the  study  of  projects 
of  a  specifically  ASEAN  nature. 


Banking 

A  meeting  of  ASEAN  Bankers,  attended  by  representatives 
of  each  country's  National  Association  of  Bankers,  was  held  in 
Singapore  in  August,  and  agreement  was  reached  to  establish 
an  ASEAN  Banking  Council.  Singapore  will  act  as  chairman  of 
the  Council  until  June  1977,  followed  by  Thailand  until  1979, 
and  from  then  on  the  chairmanship  will  rotate  among  the 
ASEAN  states  in  alphabetical  order.  At  the  August  meeting  a 
number  of  committees  were  appointed  to  study  such  topics  as: 

(  i)  financing  of  ASEAN  investment  projects  and  trade  ex- 
pansion, 

(  ii)  financing  of  agricultural  and  agriculture-based  in- 
dustries, 

(iii)  inventory  of  banking  educational  institutions, 

(  iv)formation  of  an  ASEAN  Clearing  Union, 

(  v)  development  of  an  information  centre  to  service  the 
ASEAN  banking  industry. 


There  were  numerous  other  meetings  among  private  enter- 
prise groups  to  consider  cooperative  endeavours,  plus  consider- 
able activity  of  a  similar  nature  in  the  fields  of  tourism,  journal- 
ism, education,  medicine  and  advertising.  Much  has  been  done  to 
ensure  that  the  concept  of  ASEAN  is  to  be  understood,  accepted 
and  acted  upon  among  the  societies  of  the  ASEAN  member  coun- 
tries. Only  in  this  way  will  ASEAN  become  a  living  social  reality 
among  the  peoples  of  the  region. 
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IX.  CONCLUSIONS 

With  the  exception  of  Thailand,  the  countries  of  ASEAN  were 
burdened  by  the  colonial  experience.  Not  only  were  their  eco- 
nomies developed  as  sub-systems  of  those  of  their  respective  colo- 
nial masters,  but  the  societies  of  ASEAN  were  kept  insulated  from 
and  ignorant  of  each  other,  and  even  come  to  regard  each  other 
with  a  degree  of  prejudice  and  misunderstanding. 

The  processes  of  change  in  all  fields  has  confronted  the  states  of 
ASEAN  with  numerous  serious  challenges  at  the  political,  social, 
economic  and  governmental  levels.  At  the  present  time,  the 
ASEAN  states  are  able  to  control  most  of  their  security  difficulties, 
although  some  of  those  problems  still  await  complete  solution. 
Despite  the  persistence  of  some  problems  in  their  relationships; 
the  numerous  and  bothersome  relics  of  their  colonial  pasts;  the 
continuing  scepticism  of  some  critics;  the  fact  that  ASEAN  remain- 
ed united  up  until  the  Summit  Meeting  in  Bali,  and  emerged  from 
that  Meeting  as  a  vigorous  regional  grouping  enjoying  better 
prospects  than  any  other  similar  grouping  in  the  developing  coun- 
tries, represents  somewhat  of  a  "miracle". 

The  Bali  Summit  generated  series  of  meetings  and  resulted  in 
the  commencement  of  cooperative  ASEAN  projects  in  fertilizers, 
diesels,  etc.  Although  these  projects  are  only  at  the  preliminary  and 
limited  stage,  their  existence  signifies  a  breakthrough  and  their 
future  implementadon  should  yield  vital  information  and  ex- 
perience that  will  enable  ASEAN  to  gather  the  momentum  re- 
quired to  create  further  projects. 

We  know  that  projects  at  the  governmental  level  take  time,  but 
we  must  not  overlook  the  dynamism  of  ASEAN  entrepreneurs.  The 
major  aspect  is  how  to  relate  the  macro  and  micro  sectors  effec- 
tively in  order  to  create  operational  mechanism. 

There  is  no  doubt  that  ASEAN  will  become  a  "growth  Area". 
Businessmen,  both  local  and  foreign,  acknowledge  the  potential 
for  growth,  and  the  foreign  investors  regard  ASEAN  as  an  area  of 
great  hope  and  promise.  It  is  a  pity  that  local  entrepreneurs  have 
not-yet  developed  to  the  point  where  they  are  capable  of  realizing 
the  ASEAN  concept  as  done  by  a  number  of  multinational  co- 
operations, such  as  the  international  banks.  Banks  such  as  FNCB, 
Bank  of  America,  Chase  Manhattan,  Chartered  Bank,  Hongkong 
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Shanghai,  have  established  networks  in  the  ASEAN  countries,  and 
it  is  basically  they  who  get  the  benefits  fi^om  this  growth  area. 

They  know  local  entrepreneurs  are  of  sufficient  size  and 
strength  to  operate  on  an  ASEAN  wide  basis.  In  banking,  the 
Bangkok  Bank  has  established  limited  facilities  in  the  ASEAN 
member  states,  and,  within  limits,  we  should  perhaps  include 
OCBC  as  well.  In  consulting  and  accountancy  we  can  list  SGV,  and 
in  industry  and  trade  we  have  the  Kwok  Brothers  Group. 

Indonesian  economic  cooperation  with  the  other  ASEAN  states 
is  manifested  at  various  levels.  Particularly  at  the  private  enter- 
prise level  we  can  witness  a  sort  of  cross-investment.  Singapore  in- 
dustrial concerns  have  already  invested  as  much  as  US$  140  million 
in  Indonesia  via  the  foreign  investment  process.  However,  the 
amount  of  Singapore  capital  entering  Indonesia  as  domestic  in- 
vestment, import  payments,  exports  and  other  capital  require- 
ments is  probably  several  times  greater  than  this  foreign  invest- 
ment. The  total  is  difficult  to  estimate.  If  we  look  at  the  total  and 
the  high  percentage  of  Indonesian  trade  with  Singapore,  we  can 
draw  the  conclusion  that  economic  and  trade  cooperation  between 
the  two  countries  is  quite  substantial. 

Indonesian  purchases  of  rice  from  Thailand  approached  $  400 
million  in  1974. 

Trade  between  Malaysia  and  Singapore  is  significant  enough, 
and  trade  between  Thailand  and  Singapore  is  beginning  to 
progress. 

Perhaps  we  should  look  for  ways  and  means  to  increase  trade 
between  the  Philippines  toward  the  rest  of  ASEAN. 

All  of  the  activities  oudined  above  were  made  possible  only  be- 
cause ASEAN  entrepreneurs  were  ready  to  take  the  risk  and  to 
create  new  enterprises,  to  look  for  new  sources  and  markets. 

It  is  the  author's  opinion  that  the  concept  of  ASEAN  will  be 
implemented  by  the  entrepreneurs  of  the  area,  provided  that  the 
governments  of  ASEAN  can  create  the  necessary  political,  ad- 
ministrative, legal  etc.,  preconditions  for  business  growth  and  co- 
operation. 

We  realize  that  die  creation  of  the  appropriate  and  conducive 
preconditions  still  requires  time,  patience,  tolerance  and  so  fordi. 
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The  concept  is  correct,  the  direction  is  already  clear,  only  time  will 
tell  whether  we  can  do  the  job  or  not. 

In  brief,  economic  relations  between  Indonesia  and  the  other 
ASEAN  countries  may  be  summarized  as  follows: 

a.  At  the  Government  level,  we  witness  the  beginning  of  co- 
operation in  the  form  of  projects,  such  as  fertilizer  in  which 
other  ASEAN  countries  will  probably  participate. 

b.  The  Indonesian  Government  has  already  involved  itself  in 
trade  with  countries  such  as  Thailand,  the  Philippines  in  rice, 
oil,  cement  (Philippines)  and  so  forth. 

c.  At  the  private  enterprise  level  we  witness  substantial  trade 
between  Indonesian  and  Singaporean  entrepreneurs: 

—  the  quantities  of  export  items,  such  as  rubber,  tea,  coffee 
etc.,  channeled  through  Singapore  reduced.  The  type  of 
goods  still  exported  to  Singapore  are  agricultural  products 
such  as  vegetables,  fruit,  herbs,  brown  sugar,  and  other 
products  of  village  agriculture. 

—  Indonesian  businessmen  sdll  rely  heavily  upon  Singa- 
porean banks  and  traders  for  import  credit  services  at 
better  rates  than  diey  can  obtain  in  Indonesia,  even  though 
an  L/C  may  be  opened  via  Singapore,  the  goods  are  sent 
directly  to  Indonesia.  This  procedure  gives  benefit  bodi 
directly  and  indirectly  to  both  sides. 

d.  As  a  financial  centre,  Singapore  seeks  markets  in  Indonesia,  es- 
pecially for  her  "off  shore"  banks.  The  various  forms  of  credit 
facilities  provided  by  Singaporean  financial  institutions  (local 
and  foreign)  are  sufficient,  and  the  relationships  between 
Indonesian  businesses  and  banks  and  the  Singaporean  finan- 
cial centre  are  sufficiently  numerous,  that  the  author  is  of  the 
opinion  that  Indonesia  may  be  described  as  die  "main 
market"  for  the  Singapore  financial  centre. 

e.  Cross-investment  between  Singapore-Indonesia  and  Malay- 
sia-Indonesia is  already  a  fact.  Singaporean  and  Malaysian  in- 
vestments in  Indonesia  are  quite  substantial  especially  if  we  ex- 
amine the  various  ways  in  which  such  investment  funds  enter 
Indonesia  other  than  as  foreign  investment  -  e.g.  domestic  in- 
vestment, trusteeships  etc.  The  amount  involved  is  difficult  to 
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measure,  but  is  undoubtedly  large. 

f.  Economic  and  business  relations  with  Singapore  are,  there- 
fore intensive  enough,  but  relations  with  the  other  ASEAN 
states  are  still  in  the  preliminary  stages.  A  high  and  increasing 
level  of  mutual  interest  is,  however,  apparent  among  Indo- 
nesian and  other  ASEAN  businessmen. 

g.  The  enhanced  cooperation  that  flourish  among  ASEAN  banks 
is  of  particularly  important  factor.  ASEAN  financial  in- 
stitutions, including  banks,  represent  a  mechanism  that  serves 
as  an  accelerator  for  more  intensive  business  activities,  par- 
ticularly in  the  private,  enterprise  sector. 

h.  A  particularly  vital  aspect  of  all  attempts  to  establish  co- 
operation at  the  national  and  regional  levels  is  to  relate  the 
macro  and  micro  sectors  so  as  to  enable  the  establishment  of 
an  operational  mechanism  joining  Government/Bureauc- 
racy/Officials/Entrepreneurs  in  the  effort  to  increase  the 
welfare  of  the  peoples  of  the  states  of  ASEAN  and  to  lay  the 
foundations  for  regional  cooperation. 
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TABLE  II 


INDICATORS 


UNITS 


INDONESIA       MALAYSIA       PHILIPPINES      SINGAPORE  THAILAND 


POPULATION 
1970 
1974 

Average  Annual  In- 
crease, 1970-1974 
Population  by  Age  Group 
i%  total  population) 

0-  19 
20-54 
55-59 
60 -f 

Population  Density,  1974 


M 
M 


% 
% 
% 
% 

No.  per  sq. 
km. 


117.9  (a) 
127.6 

132  (1975) 

2.7  (b) 

1971 
54 
40 

2 

4 

67 


10.4 
11.7 


3.0 

1970  Census 
56 
36 

3 

5 

35 


36.8 
41.5 


3.1 

1972 
53 
39 

2 

6 


138 


2.1 
2.2 


1.2 

1975 
46 
45 

3 

6 


3,667 


36.2 
41.0 


3.2 

I97I 
55 
38 

2 

5 

80 


Footnotes:  (a)  1971      (b)  1971-1974 


EDUCATION 

Literacy  Rate,  1973 

% 

60 

(as  %  of  population) 

STUDENTS,  1973 

—  total 

'000 

17,000 

—  in  primary  school 

"000 

16,000 

—  as  96  5-14  age  group 

% 

44 

—  in  secondary  school 

•000 

800 

—  as  96  15-19  age  group 

% 

38 

—  at  college/university 

'000 

100 

Foomotes:  (a)  Peninsular  Malaysia  only 

61(a)  83  n.a.  79 


2,140  11,500  620  6,450 

1.145  7,900  400  5,800 

62  72  66  54 

600  2,600  200  600 

59  64  60  44 

40  1,000  20  50 


LABOUR  FORCE 


number  1975  (a) 

M 

42.4 

4.0 

13.9 

as  %  total  population 

% 

33.9 

32.9 

33.6 

by  major  sectors 

1971 

1970 

1973 

Census 

Census 

—  agriculture,  forestry. 

fishing  &  mining 

% 

62 

52 

53 

—  manufacturing 

% 

7 

8 

n 

—  construction 

% 

2 

2 

4 

—  commerce,  resQurant  & 

hotels 

% 

10 

9 

13 

-  others 

% 

19 

29 

19 

-  total 

% 

100 

IDO 

100 

AVERAGE    DAILY  WAGES 

1975 

—  electrician 

USS 

2 

4 

3 

—  mechanic 

vss 

5 

7 

2 

-  unskilled  labourer 

USS 

1 

4 

2 

0.8  16.8 
37.9  49.0 
1975  1973 


3  66 

26  10 

5  2 

23  9 

44  13 

100  100 


6  5 
6  5 
3  2 


  B — iiiuoncsia,  Malaysia 

(b)  Average  daily  wage  for  manual  workers  in  manufacturing  industries 


TABLE  III 

INDICATORS  UNITS      INDONESIA     MALAYSIA    PHILIPPINES    SINGAPORE  THAILAND 


MONEY  SUPPLY  (a) 


End  of  Period 

1970 

US$M(b) 

682 

I97I 

USSM(b) 

778 

•1972 

USSM(b) 

1,142 

1973 

US$M(b) 

1,617 

1974 

US$M(b) 

2,271 

1975 

US$M(b) 

±3,603 

Annual  Increase 

1970-1971 

«(b) 

17 

1971-1972 

%ih) 

48 

1972-1973 

*(b) 

42 

1973-1974 

%M 

40 

1974-1975 

*(b) 

n.a. 

Average  Annual  Increase 

1970-1975  (c) 

%{h) 

36 

678 

724 

511 

920 

7S2 

838 

607 

1,014 

963 

1,016 

846 

1  179 

1,525 

1,210 

1,057 

1,463 

1,755 

1,446 

1,288 

1,604 

1,722 

n.a. 

1,894 

n.a. 

12 

16 

19 

10 

28 

21 

89 

16 

58 

19 

25 

24 

15 

20 

17 

10 

-  2 

n.a. 

18 

n.a. 

21 

19 

22 

15 

Footnotes:  (a) 
(b) 


(c) 


Money  Supply  =  Currency  in  Circulation  and  Demand  Deposits 

As  a  result  of  fluctuations  in  the  exchange  rate  during  the  period  (for  which  see  Section  12),  changes  in 
the  money  supp'ly  and  other  indicators  for  the  above  countries  as  calculated  in  terms  of  US  dollars  may 
be  different  from  that  calculated  in  terms  of  the  respective  national  currencies. 
Anoteable  example  is  the  1975  data  for  the  United  Kingdom.  In  terms  of  sterling,  the  money  supply  ac- 
tually increasec'l  by  about  16%  between  1974  and  1975  while  the  percentage  change  calculated  in  terms 
of  US  dollars  (in  the  above)  showed  a  decline.  It  was  the  same  case  for  the  1975  figures  for  Malaysia. 
1970-1974  in  the  case  of  Indonesia,  the  Philippines  and  Thailand 


CONSUMER  PRICE 
INDEX 


(1970=  100) 

End  of  Period 

1971 

104.0 

101.6 

114.6 

101.9 

102.0 

1972 

111.0 

104.8 

126.3 

104.0 

106.0 

1973 

146.0 

115.9 

140.2 

131.2 

118.4 

1974 

205.0 

136.0 

188.4 

160.5 

146.0 

1975 

246.0 

143.1 

n.a. 

164.7 

n.a 

Annual  Increase 

1970-1971 

% 

4.0 

1.6 

14.6 

1.9 

2.0 

1971-1972 

% 

6.7 

3.1 

10.2 

2.1 

3.9 

1972-1973 

% 

81.5 

10.6 

11.0 

26.2 

11.7 

1973-1974 

% 

40.4 

17.3 

34.4 

22.3 

23.3 

1974-1975 

% 

20.0 

5.2 

n.a. 

2.6 

n.a. 

Average  Annual  Increa  se. 

1970-1975 (a) 

% 

19.7 

7.4 

17.2 

10.5 

9.9 

Foomotes:  (a)  1970-1974  in  the  case  of  the  Philippines  and  Thailand 


TABLE  IV 


INDICATORS 


UNITS      INDONESIA    MALAYSIA     PHILIPPINES    SINGAPORE  THAILAND 


GROSS  DOMESTIC 

PRODUCT 

(at  current  price) 

1970 

1971 

1972 

1973 

1974 

1975 

Average  Annual  Increase 
1970-1975 (a) 
PerCapiu,  1975  (b) 
!  By  Sectors,  1975  (c) 

—  agriculture,  forestry, 
fishing  &  mining 

—  manufacturing 

—  construction 

—  commerce,  restaurants, 
&  hotels 

—  transport,  storage  & 
communication 

—  others 

•  -  total 


USJM 

8,836 

3,324 

6,398 

1,885 

J*/ 

US$M 

9,142 

3,618 

7,780 

2  353 

US$M 

10,959 

3,968 

8,565 

2,892 

7,745 

US$M 

15,916 

5,857 

10,564 

4,113 

10,559 

US$M 

n.a. 

7,380 

14,158 

5,444 

n.a. 

USSM 

n.a. 

6,900 

n.a. 

5,494 

n.a. 

% 

21.7 

15.7 

22.0 

23.9 

USS 

128 

573 

341 

2,497 

323 

% 

49 

35 

SI 

2 

34 

% 

9 

16 

20 

24 

18 

% 

4 

5 

2 

8 

4 

% 

20 

) 

7 

29 

22 

% 

4 

)44 

2 

11 

6 

% 

14 

) 

38 

26 

16 

96 

100 

100 

100 

100 

100 

F  Footnotes : 


(a) 
(b) 
(c) 


1970-1973  for  Indonesia  and  1970-1974  in  the  case  of  the  Philippines  and  Thailand 
1973  for  Indonesia  and  1974  for  the  Philippines  and  Thailand 

1973  in  the  case  of  Indonesia  and  Hong  Kong  and  1974  for  the  Philippines,  Thailand  and  United 
Kmgriom 


GROSS  DOMESTIC 

!  EXPENDITURE 

Total,  1975(a) 
By  Type  1975  (b) 

USSM 

15,916 

6,900 

14,158 

5,494 

13,248 

—  Consumption 
Private 
Government 

—  Investment 

—  Exports  of  Goods 

% 
% 
% 
% 

83 
72 
11 
18 

80 
56 
24 
26 

79 
71 
8 
25 

71 
60 
11 
38 

76 
66 
10 
26 

&  Services 
—  Less  Imports  of  Goods 
&  Service 

% 
% 

18) 
)-I 

-19 

49) 

)-6 
-55 

22) 
)-4 

-26 

) 

)-9 

24) 

) 

-26 

-  Total 

% 

100 

100 

100 

100 

100 

Footnotes:   (a)    1973  for  Indonesia  and  1974  for  the  Philippines  and  Thailand 

(b)    1973  for  Indonesia  and  1974  in  the  case  of  the  Philippines,  Thailand,  Hong  Kong  and  the  United 
Kingdom 
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TABLE  VII 


INDICATORS 


UNITS         INDONESIA   MALAYSIA    PHILIPPINES    SINGAPORE  THAILAND 


BALANCE  OF  PAYMENTS 
Total-Overall  Balance  (a) 

1968  US$M  -15 

1970  US$M  -23 

1972  US$M  877 

I97S  USSM  356 

1974  USSM  n.a 

1975  USSM  n.a 


30 
22 
138 
235 
196 
-S8 


-101 
46 
182 
668 
626 
n.a 


217 
184 

337 
410 
289 
391 


44 

-82 
197 
234 
476 
n.a 


By  Component 
Exports  of  Goods 

Sc  Services  USSM 
Imports  of  Goods 

Sc  Services  USSM 
Net  Balance  on  Goods 

&  Services  USSM 

Transfer  Payments  (net)  USSM 

Long  Term  Capital  (net)  USSM 

Short  Term  Capital  (net)  USSM 

Errors  Sc  Omissions  USSM 

Overall  Balance  USSM 


1973 

3,044 

3,836 

-792 
55 
775 
225 
93 
356 


1975 


n.a 

-451 

-  44 
600 

-  39 
-104 

-  38 


1974 

3,527 

4,010 

-483 
277 
227 
675 
-70 
626 


1975 

7,622 

8,295 

-673 
-  40 

) 

)557 
547 
391 


1974 

3,221 

3,504 

-283 
219 
379 
82 
79 
476 


Foomotes:   (a)  But  in  the  case  of  Hong  Kong,  the  figures  are  of  the  Net  Import  and  Export  of  Goods  and  Services. 


INTERNATIONAL  RESERVES 
End  of  Period 
1970 
1971 
1972 
1973 
1974 
1975 

Equivalent  to  Number  of 
Months  Imports  in 
Respecuve  Periods 
1970 
1972 
1973 
1974 
1975 


USSM 
USSM 
USSM 
USSM 
USSM 
USSM 


Months 
Months 
Months 
Months 
Months 


160 
187 
574 
807 
1,492 
586 


1.9 
4.4 
3.5 
4.7 
n.a 


664 
818 
981 
1,342 
1,618 
1,452  ( 


5.6 
7.2 
6.4 
4.7 
5.0 


251 
382 
551 
1,038 
1,504 
1,360 


2.5 
4.8 
7.0 
5.3 
n.a 


1,012 
1,452 
1,748 
2,286 
2,812 
3,009 


4.9 
6.2 
5.4 
4.0 
4.9 


906 
877 
1,052 
1,296 
1,858 
1,785 


8.4 
8.5 
7.6 
7.1 
n.a 


Footnotes:  (a)  November  1975 


RUPIAH 


EXCHANGE  RATES  (a) 
(NATIONAL  CURRENCY  Per  USS) 

1967  Rp23S 

1970  Rp378 

1971  Rp415 

1972  Rp415 

1973  Rp4I5 

1974  Rp415 

1975  Rp415 

1976  (March  15)  Rp415 


MALAYSIAN 

PESO 

SINGAPORE 

BAHT 

RINGGIT 

DOLLARS 

MS  3.07 

P3.91 

SS  3.07 

Bt  20.80 

MS  3.08 

P6.44 

SS3.08 

Bt  20.93 

MS  2.89 

P6.44 

SS  2.90 

Bt  20.93 

MS  2.82 

P6.69 

SS  2.82 

Bt  20.93 

MS  2.45 

P6.74 

SS  2.49 

Bt  20.38 

MS  2.31 

P  7.07 

SS  2.31 

Be  20.38 

MS  2.59 

P7.53 

SS  2.49 

Bt  20.38 

MS  2.56 

P  7.49 

SS  2.49 

Bt  20.38 

Footnotes:  (a)  End  of  period  mid-point  rate 
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SOME  THOUGHTS  ON  FREE  TRADE 

Daoed  JOESOEF 


PRELIMINARY 


This  article  is  an  analitic  reflection  on  free  trade.  It  is 
presented  in  two  main  parts.  The  first  part  is  a  general  view 
(theoretical)  on  fi-ee  trade  and  the  second  discusses  ft-ee  trade  in 
the  fi"amework  of  ASEAN. 


I.    A  GENERAL  VIEW  ON  FREE  TRADE 


1.   A  General  Notion 


a.   Free  Trade 

In  general,  free  trade  denotes  an  international  trade  poli- 
cy abandoning  the  imposition  of  tariffs  on  commodities  except 
for  the  purpose  of  increasing  government  treasury.  In  the 
frame  work  of  free  trade  policy,  there  is  no  discrimination, 
neither  of  state  nor  of  goods  through  revenues  or  import  re- 
striction. Discrimination  of  goods  denotes  a  different  treat- 
ment to  identical  home-produced  goods  and  to  imported 
goods.  For  example,  taxes  imposed  on  imported  radios  will  be 
much  higher  than  the  normal  tariff  in  order  to  protect  home- 
produced  ones.  On  the  other  hand,  "discrimination  toward  a 
particular  state",  means  different  treatment  to  all  commodities 
produced  by  a  certain  state.  For  example,  a  higher  tax  will  be 
imposed  on  all  goods  produced  by  a  certain  state,  although 
allowed  to  be  imported,  than  those  produced  by  other  coun- 
tries. In  other  words,  the  politics  of  free  trade  is  not  opposed 
to  all  kind  of  taxes,  customs  and  revenues  collected  for  the  pur- 
pose of  increasing  government  treasury.  But  free  trade  is  op- 
posed to  any  indiscriminate  measures  of  protectionism  in  the 
form  of  tariffs,  quotas  or  import  restrictions  directly  or  in- 
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directly  imposed.  Furthermore,  the  principle  of  free  trade  en- 
tails convertibility  among  all  national  currency. 

b.  Free  Port 

The  term  "Free  Port"  denotes  an  area  where  trade  is  free 
within  a  maritime  city  as  an  overall  free  trade  port,  either  in 
the  form  of  a  free  zone,  or  a  particular  industrial  area  where 
free  trade  measures  and  facilities  are  commonly  accepted.  It  is 
actually  a  combination  of  "free  trade  zone"  and  "industrial 
park"  and  is  called  an  "export  processing  zone"  or  "free  ex- 
port zone".  Whatever  the  perception  may  be,  the  basic  idea  is 
that  goods  will  enter  freely  and  stored  in  a  free  port  without 
the  need  to  pass  through  customs  control  as  it  is  in  the  case  of  a 
non-free  port.  Furthermore  these  commodities  can  be  repack- 
ed, or  reprocess  into  different  products  (with  regard  to  its  form 
and  nature)  through  an  industrial  process  and  can  be  re- 
exported afterwards.  In  such  cases,  tariffs  can  be  imposed  if  the 
commodities,  either  in  different  packages,  forms  or  in  its 
original  forms,  are  transhipped  out  of  the  free  zone  to  its 
hinterlands.  Free  port  of  importance  in  Asia  were  Hong  Kong, 
Macao  and  Singapore  (at  that  time  still  a  British  Colony)  while 
export  processing  zones  now  being  developed  are  located  in 
South  Korea,  Taiwan,   the  Philippines,   Singapore  and 
Malaysia. 

2.  Exceptions  in  Free  Trade 

Notwithstanding  the  fact  that  free  trade  abandons  every 
discriminative  regulation  in  the  form  of  tariffs,  customs,  re- 
venues and  supervision  of  foreign  exchange,  either  directly 
(quotas)  or  indirectly  (double  rates  of  exchange),  it  has,  how- 
ever, retained  some  exceptions.  This  means,  diat  it  accepts 
tariffs,  customs  or  particular  revenues,  which  are  basically 
directed  not  to  increasing  government  treasury,  but  to  dis- 
criminating measures,  or  for  that  purpose,  imposing  import 
restrictions,  import  quotas  and  pardcular  rates  for  some 
foreign  exchange,  as  long  as  the  applicadon  of  those  measures 
are  limited  within  a  certain  period  of  time  and  on  account  of 
these  consideradons: 

a.   To  protect  new  industries:  Each  society  has  the  right  and  is 
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considered  as  natural  to  build  its  own  domestic  industry.  But 
for  the  sake  of  its  quick  and  sound  growth,  the  industry  should 
be  protected  by  the  government  during  the  first  period  of  its 
growth,  against  all  kinds  of  competing  foreign  industries,  for  it 
is  normally  accepted  that  each  infant  industry,  even  without 
any  foreign  compedtion,  has  to  face  so  many  problems.  The 
principle  of  giving  protection  to  infant  industries  is  often  called 
"the  infant  industry  principle". 

b.  To  protect  the  accumulation  of  domestic  capital  and  feasibili- 
ty of  developing  technical  productive  skills  of  the  people. 

c.  To  protect  a  certain  sector  because  of  its  role  as  the  greatest  re- 
source of  employment. 

d.  To  prevent  certain  natural  resources  from  being  exhausted. 

e.  On  account  of  socio-political  considerations;  the  need  to  have 
such  a  diversified  industry,  maintaining  high  salary  level  and 
the  importance  of  national  resilience  or  maintaining  strategic 
flexibility  in  the  national  resilience  system. 

3.  The  advantages  and  disadvantages  of  Free  Trade 


a.    The  main  advantage 

If  free  trade  becomes  the  economic  policy  among  nations, 
each  nation  will  have  to  specialize  in  manufacturing  goods, 
which  are  most  advantageous  and  economical  for  the  concern- 
ed nation  in  comparison  with  other  nations  in  producing  the 
same  commodities.  Thus  the  ideal  consequence  of  free  trade  is 
that  each  nation  will  be  able  to  buy  goods  and  services  needed 
at  a  low  price  as  a  balance  for  the  most  appropriate  goods  and 
services  if  they  are  home-produced.  In  so  doing  every  country 
has  the  opportunity  to  use  all  its  maximum  potential  indus- 
trial power  by  removing  or  decreasing  production  sectors 
which  are  most  disadvantageous.  Manufacturers  in  particular, 
will  be  able  to  obtain  maximum  benefit  from  the  concentrated 
enterprise  in  the  most  advantageous  position.  Improvement  of 
organization  in  large  scale  production  will  usually  raise  the 
output  level  and  lower  the  cost  of  each  production  unit. 
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The  agricultural  and  mining  sector  will  also  greatly  benefit 
from  the  decrease  of  the  natural  component  caused  by  the  rise 
of  demands  of  market  expansion  through  a  free  trade,  at  the 
same  time  stimulating  the  opening  and  exploitation  of  new 
areals/sources  and  adopting  the  most  efficient  work  method. 


b.   The  main  disadvantage 

If  on  account  of  comparative  benefit  or  cost,  a  nation 
specialized  in  manufacturing  raw  and  basic  materials  by  using 
low  technological  production  and  (usually)  labour  intensive 
system,  the  benefit  would  only  last  within  a  short  period.  In  die 
long  run  "die  nadon  would  suffer  a  loss.  Not  only  does  such  a 
producdon  system  provide  a  very  low  value  added  with  regard 
to  its  natural  resources,  but  the  most  serious  problem  is  that 
such  a  system  is  not  conducive  to  the  development  of  the 
technological  level.  The  result,  is  that  in  the  long  run  the  coun- 
try would  more  and  more  face  a  wider  gap  in  its  technology 
compared  with  other  countries,  and  will  have  bad  impact  in 
die  field  of  social,  economic,  and  technical  skills  of  the  people. 


II.  FREE  TRADE  WITHIN  ASEAN 


1.  The  Basic  Thoughts 

The  idea  was  openly  and  officially  put  forward  in  the  joint 
statement  by  Prime  Minister  Kukrit  Pramoj  and  President 
Marcos  in  Manila,  when  the  former  visited  the  Philippines  last 
year.  It  stated  that  free  trade  was  meant  as  a  first  step  to  a 
more  extensive  goal,  namely  the  economic  integradon  of 
ASEAN  region. 

The  basic  thoughts  of  the  official  statement  is,  that  in 
endeavouring  the  acceleration  of  their  domesdc  economic 
modernization,  each  ASEAN  member  countries  would  very 
likely  face  the  risk  of  excessive  duplicadon  in  the  field  of  basic 
industry,  agriculture  and  in  the  effort  to  look  for  markets  at  the 
time  when  precaudons  against  intemperate  compeddon  and 
regulations  in  the  identificadon  of  complementary  sectors 
would  become  an  urgency.  One  can  imagine  the  need  to 
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rationalize  in  the  field  of  investment  and  steel  production, 
automobile,  textile  and  electronic  production,  which  will  be- 
come more  urgent  in  the  future.  The  concept  on  the  ex- 
pansion of  rubber  production,  copra,  palm  and  other  agri- 
cultural merchandise  is  urgently  needed.  The  same  can  be  said 
in  relation  to  solving  inflations,  energy  crises  and  imbalance  of 
trade  development  (growth).  The  most  important  thing  now  is, 
to  take  initial  step  toward  closer  cooperation. 

2.  Free  Trade  for  Indonesia 

In  assessing  the  acceptability  of  the  idea  of  free  trade,  In- 
donesia should  consider  not  only  the  aspect  of  national,  but  al- 
so the  regional  interest  and  consideration  should  be  given  not 
only  from  the  economic  point  of  view,  but  political  and 
prospective  including  the  long  and  short  term  viewpoint  as 
well. 

a.    Economic  considerations 

Should  Indonesia  accept  the  principle  of  free  trade  and 
decide  to  participate  actively  and  consistently,  its  domestic  eco- 
nomy would  then  automatically  change  in  terms  of  its  nature 
and  dimension.  The  Indonesian  domestic  economy  would 
change  because  its  scale  was  bound  to  change.  Free  trade 
would  mean,  getting  involved  in  a  market  of  wider  scope  be- 
cause it  would  not  only  become  part  of  the  economic  market  of 
other  nations  but  automatically  expand  its  own  market  to  the 
extent  that  effects  the  economy  of  other  nations  as  well.  The 
change  of  market  scale  would  inevitably  motivate  and  develop 
a  wider  view,  to  move  in  a  bigger  and  consequently  more  com- 
plex organization,  and  accordingly  to  modern  demands  of 
large-scale  economy.  Its  economic  nature  would  change  be- 
cause automatically  it  would  no  longer  be  a  closed  system,  but 
an  open  economic  system,  capable  of  competing  not  only  in 
foreign  markets  but  also  in  its  own  domestic  market. 

Therefore,  seen  from  the  economic  point  of  view,  the  deci- 
sion on  whether  or  not  Indonesiashouldaccept  the  principle  of 
free  trade  depends  on  two  basic  measurements:  (a)  would  its 
economy,  or  important  sectors  of  the  economy  be  able  to  work 
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on  a  large  scale  organization  in  order  to  gain  the  most  benefit 
of  the  expanded  economic  dimension  from  domestic  to  the  re- 
gional level.  In  other  words,  are  there  any  sectors  in  Indo- 
nesia's economy  that  have  come  to  a  stagnation,  solely  be- 
cause the  scope  of  its  domestic  economy  has  become  too 
"small"?  And  (b)  is  its  economy,  or  its  strategic  components, 
able  to  compete  with  the  economy  of  other  countries? 

By  and  large  there  might  not  be  a  single  domestic  eco- 
nomy of  ASEAN  member  countries  that  would  have  passed 
these  two  measurements.  If  that  would  be  the  case,  the  princi- 
ple of  free  trade  would  have  as  a  start  to  be  initiated  either  in 
sector  units  or  products.  As  far  as  the  Indonesian  economy  is 
concerned,  it  would  be  high  time  to  apply  the  principle  of  free 
trade  on  some  products  for  its  quick  and  sound  develop- 
ment. For  example  textile,  fertilizer,  and  cement.  Concerning 
die  two  latter  products,  its  expansion  of  the  production  scale, 
on  account  of  the  market  expansion  through  free  trade,  would 
precisely  make  the  use  of  basic  materials  which  are  available  in 
Indonesia,  possible.  Those  materials  would  not  remain  idle  in 
a  relatively  large  quantity.  Seen  from  this  point  of  view,  the 
same  case  would  be  applicable  with  regard  to  large-scale 
production  of  agricultural  food  products. 

Further,  not  only  products  of  large  enterprises  are  able  to 
pass  the  two  measurements,  but  also  medium  enterprises,  even 
small  enterprises  on  certain  products.  For  example  some 
products,  which  are  most  palatable  to  the  consumer's  taste,  in 
which  the  artistic  components  would  determine  the  extent  of 
market  that  they  could  get  hold  of  and  dominate.  Therefore  it 
is  evident  that  business-practices  in  developed  countries,  and 
small  enterprises  producing  such  commodities  not  only  can 
compete  but  have  even  won  the  competition  against  large 
enterprises.  That  is  why,  those  products  of  artistic  compo- 
nents have  been  deliberately  arranged  in  such  a  way  that  the 
output  organization  remain  small  enterprises,  but  with  a  large 
dimension  in  terms  of  product  units.  Shoe,  readymade  cloth- 
mg  industry  and  to  a  certain  extent  handicrafts  can  be  classi- 
fied into  this  category.  Considering  the  artistic  skill  of  the 
greatest  part  of  Indonesian  people,  the  free  trade  policy  could 
be  appHed  on  these  products  today  for  the  cultivation  of  their 
development.  As  a  consequence  this  would  result  in  a  broaden- 
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ing  of  scope  of  income  for  all  social  levels  of  the  Indonesian 
society  on  account  of  the  ASEAN  cooperation  development. 
And  of  course,  there  would  be  still  problems  of  marketing  of 
the  products,  but  that  would  be  a  matter  of  cultivation  to  be 
fostered  by  the  government  with  the  cooperation  of  relevant 
private  institutions. 

In  considering  the  integration  of  ASEAN's  economy 
through  free  trade,  it  is  high  dme  for  the  Indonesian  govern- 
ment to  tackle  at  least  two  things.  Firstly,  by  putting  the  ex- 
isting industrial  enterprises  into  a  test,  based  —  among  other 
things,  on  the  two  just  mentioned  measurements  in  order  to 
list  commodities  and  products  which  are  strong  enough  to  be 
brought  forward  as  free  trade  enterprise  components  of 
ASEAN.  Secondly,  by  considering  thoroughly  the  concept  of 
export  processing  zone  (EPZ).  The  idea  of  this  concept  is  not 
new.  It  is  applied  in  Europe  and  initiated  in  some  Asian- Pacific 
countries,  like  South  Korea,  Hong  Kong,  Taiwan,  the  Philip- 
pines, Singapore  and  Malaysia. 

In  the  domestic  industrial  development,  it  seems  necessary 
at  times,  to  impose  tariffs,  import  quotas  and  other  import 
restrictions  to  protect  the  infant  domestic  industry.  But  this 
kind  of  enterprise  would  not  necessarily  remove  other  enter- 
prises which  are  quite  important,  such  as  entreport  and  re- 
export. Those  two  enterprises  could  evidently  be  carried  out  at 
the  same  time  with  success  through  the  above  mentioned  con- 
cept of  EPZ  if  they  were  correctly  conducted.  For,  the  idea  of 
this  concept  is  precisely  a  combinadon  of  benefits  that  the  free 
trade  zone  could  yield  and  benefit  from  die  industrial  park. 
Interaction  between  the  two  benefits  prove  to  be  of  help  in 
solving  all  at  once  three  problems  generally  faced  by  develop- 
ing countries,  namely  in  increasing  investment  of  the  indus- 
trial sector;  providing  new  employment  and  applying  modern 
technology.  In  the  Philippines  for  example,  EPZ  development 
is  being  conducted  within  diree  stages.  Light  industry,  medium 
and  automauc  industry,  heavy  industry  and  shipbuilding  are 
being  fostered  respectively  in  the  first,  second  and  diird  stage. 
If  there  is  an  EPZ  in  each  ASEAN  member  countries  while  eco- 
nomic integration  of  this  region  is  to  be  conducted  dirough  a 
free  trade  system,  it  will  be  advisable  if  this  system  is  inidated 
with  products  yielded  by  the  EPZ  of  each  member  countries. 
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b.   Socio-political  consideration 

Economic  integration  can  also  benefit  the  political  situa- 
tion. If  nations  become  involved  in  their  own  welfare,  they  will 
be  positively  induced  to  cooperate  and  refrain  from  destruc- 
tive actions,  such  as  tariff  competition,  export  subsidies  or  for- 
eign exchange  policy  which  can  create  a  vicious  circle  of  venge- 
ance policy  and  will  end  miserably  for  the  countries  involved. 
If  each  nation  is  fully  aware  that  an  increase  in  welfare  level  of 
other  nations  would  also  affect  its  own  welfare,  through  trade 
or  investment,  the  political  will  of  each  nation  to  cooperate  will 
become  more  and  more  steady.  Thus  a  mutual  awareness  on 
economic  sensitivity  will  lead  to  an  increasing  need  for  a  closer 
political  coordination. 

A  positive  political  will,  in  turn,  forms  a  firm  basis  for  the 
cultivation  of  a  collective  security.  In  a  strict  sense  security  can 
be  perceived  as  a  non -presence  of  any  danger  or  threat  to  the 
survival,  which  is  not  always  at  stake.  In  many  ways  every  man 
wants  to  be  safe  and  secure;  not  only  for  his  survival.  He  also 
wants  to  be  assured  in  enjoying  and  embodying  basic  values  of 
life.  Therefore  security  can  also  mean  a  guarantee  to  people,  or 
society,  to  build,  develop  and  enjoy  the  basic  embodied  values. 
Implicitly  it  means  that  the  need  for  security  is  not  satisfied  if 
one  has  to  substitute  the  basic  values  with  values  imposed  by 
another  party  or  group.  In  a  broader  sense,  security  would  be 
perceived  as  a  non-presence  of  an  imminent  threat  regarding 
the  minimal  basic  values  which  is  very  important  for  his  sur- 
vival, either  in  the  form  of  internal  or  external  threats. 

The  embodied  basic  values  can  be  of  various  kinds.  They 
are  indeed  not  fixed,  but  differ  in  person,  place  and  time.  But  if 
they  are  abstracdy  analysed  there  will  be  three  main  groupings 
of  values  today  which  are  considered  by  most  people  as  essen- 
tial for  the  physical  survival  and  are  therefore  subject  to 
domestic  security  policy.  Those  three  main  values  are: 

(i)  a  minimal  level  of  economic  welfare 

(ii)  a  certain  social  and  economic  autonomy  as  a  group  and 

(iii)  as  a  level  of  status  in  politic  as  a  group' 

1    rf  J.S.  Nye,  "Collective  economic  security",  International  Affairs  (Oct.  1974)  p.  585 
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In  this  case  then,  security  are  not  necessarily  miHtary  matters. 
Security  problems  faced  by  every  nation  certainly  imply  not 
only  military  component,  but  also  includes  social,  political, 
cultural  and  economic  aspects  as  well.  Even  in  most  cases  the 
economic  dimension  of  security  proves  to  be  very  important 
either  as  a  potential  means  threatening  the  basic  values  or  as 
one  of  the  basic  values  itself  that  is  open  to  threats  from  the 
non-economic  sector,  in  accordance  with  the  doctrine  of  "the 
indirect  approach". 

The  cultivation  of  collective  security,  in  any  field,  seems  to 
become  important  in  the  framework  of  ASEAN.  This 
endeavour  reflects  a  collective  concern  of  a  regional  security,  at 
least  security  of  nations  who  are  responsible  for  the  establish- 
ment of  ASEAN.  It  is  related  to  a  moral  conviction  that 
mankind,  despite  their  differences,  have  the  same  concern  of 
political  "awareness  that  a  non-presence  of  security  will  call 
forth  various  conflicts  that  might  widely  spread  to  all  direc- 
tions. If  the  ASEAN  member  countries  agree  to  promote  a 
collective  security  concept  it  is  a  sign  that  they  have  accepted 
the  principle  of  a  collective  consent  with  regard  to  security  at 
stake.  This  principle  is  not  a  submission  of  control  on  a  certain 
aspect  of  security  policy,  but  it  shows  the  existence  of  a  collec- 
tive concern  with  regard  to  domestic  security  policy  and  the 
commitment  of  the  member  countries  to  accept  the  value  at 
stake  by  a  security  policy  as  an  indigenous  material  of  common 
assessment,  deliberation  and  concern  or  fostered  collectively. 
All  this  will  happen  if  there  is  a  political  will. 

If  a  collective  security  is  urgently  needed  by  the  ASEAN 
people  and  cannot  be  implemented,  or  the  perspective  towards 
it  remains  vague,  in  the  long  run  they  surely  will  be  of  the 
opinion  that  a  collective  institution  (ASEAN)  is  not  needed.  It 
can  even  be  expected  that  frustradon  will  arouse  among  thern, 
and  will  spread  beyond  their  national  borders  which  finally  be- 
come a  pretext  of  interference  for  the  big  powers  still  interest- 
ed in  this  region. 

c.    Prospective  consideration 

It  is  called  "prospective"  because  it  anticipates  future  de- 
velopments pardcularly  trade  developments  and  internation- 
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al  business  in  the  Pacific  region.  Since  it  concerns  with  the 
tendency  and  events  that  might  happen  in  the  future  in  accord- 
ance with  the  assessment,  namely,  factors  of  usual  interest  to 
strategic  thoughts,  its  prospective  consideration  may  be 
regarded  as  strategic.  This  means  that  the  Indonesian  people  as 
a  nation  does  not  avoid  the  fact  that  is  bound  to  happen  in  the 
future.  It  only  reject  the  fatal  consequence,  by  trying  to  get  the 
most  possible  benefit  from  the  realization  of  the  fact  which  is 
now  beginning  to  show  its  tendency. 

A  tendency  that  is  becoming  more  and  more  pfominent  in 
the  international  economic  development  is  the  trade  move- 
ment from  the  Atlantic  to  the  Pacific  in  the  same  way  as  what 
happened  formerly  from  the  Mediterranean  to  the  Adantic.  We 
are  conditioned  to  assumed  that  the  volume  of  world  trade  will 
occur  mostly  among  nation-states  around  the  North  Atlantic. 
However,  if  we  turn  our  attention  carefully  to  several  develop- 
ments in  the  last  few  years,  we  may  conclude  that  in  the  next 
decade  a  new  trade  and  investment  area,  where  the  economy 
and  business  reality  might  in  turn  become  the  giound  for  the 
realization  of  political,  even  military  possibilities,  will  become 
more  and  more  prominent  in  the  Pacific.  If  there  is  relative  se- 
curity on  the  circum  Pacific  area  every  important  country  in 
that  area  will  likely  focus  more  than  half  of  its  trade  there  and 
invest  more  than  half  of  its  investments  in  these  countries.  The 
basic  components  of  the  MAPERDAP  (Masyarakat  Per- 
dagangan  Daerah  Pasifik  =  Society  of  The  Pacific  Trade  Area) 
are:  Japan,  Sinic  nations  on  the  edge  of  Asia  (South  Korea, 
Taiwan,  Hong  Kong,  Singapore,  Thailand,  Vietnam),  Indo- 
nesia, the  Philippines,  Australia,  New  Zealand,  Brazil,  Colum- 
bia, Venezuela,  Mexico,  USA,  Canada  and  perhaps  Argentina 
and  Chile. 

Events  that  strongly  motivate  the  development  of 
MAPERDAP  in  the  1970s  are: 

(a)  The  economic  growth  of  Japan  which  is  much  greater  than 
the  level  of  the  world's  economic  growth  and  its  inter- 
national trade  development. 

(b)  The  continuous  and  fast  development  in  the  sinic  area  and 
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especially  in  trade  volume  which  is  growing  bigger  every 
year. 

(c)  The  growing  need  of  the  developed  countries  in  the  com- 
ing decade,  especially  the  United  States  and  Japan  to  direct 
their  manufacture  operations  to  cheap  labour  areas,  such 
as  the  sinic  area  in  Asia  and  most  likely  Malaysia,  the 
Philippines  and  Indonesia. 

(d)  The  shift  of  orientadon  from  Australia,  New  Zealand  and 
Europe  to  Japan,  the  Pacific  and  the  US.  This  tendency  is 
partly  due  to  the  entry  of  the  Bridsh  into  the  European 
Economic  Community  and  partly  due  to  the  growing 
Japanese  capital  and  market  and  still  partly,  might  be 
modvated  by  the  growing  geographical  consciousness  as 
regards  to  the  site  and  posidon  of  their  country. 

(e)  The  ever  growing  investment  interests  and  market  of  Japan 
in  Ladn  America,  especially  in  Brazil,  the  largest  country  in 
South  America  except  the  United  States  where  a  growing 
number  of  Japanese  imigrants  domiciled.  At  the  end  of  the 
1960s  alone  it  was  extimated  around  750.000  Brazilian 
citizen  are  from  Japanese  descent  and  who,  differendy 
from  those  in  the  US,  they  strongly  maintain  their  close 
relationship  with  Japan,  such  as  educating  their  children 
for  example. 

(f)  The  rapid  growth  of  Canadian  economy  and  technology, 
plus  the  growing  eagerness  to  distinguish  themselves  from 
the  US  economy  coupled  with  their  interest  especially  tak- 
ing an  active  role,  left  vacuum  by  the  British,  in  the  Pacific 
area. 

The  development  of  trade  and  international  business  on 
ASEAN-Pacific  region  has  to  be  considered  by  Indonesia  on 
account  of  the  grouping  of  countries  which  will  surely  take  an 
active  part  in  determining  patterns  of  allocation  of  economic 
activity  and  which  in  turn  will  influence  the  regional  polidcal 
structure.  >Vith  the  fall  of  the  last  "domino"  in  Indochina, 
namely  the  change  of  the  Laotian  Kingdom  into  a  Republic, 
there  emerged,  firstly,  a  grouping  which  is  virtually  motivated, 
by  a  communist  ideology  under  the  strong  influence  of  North 
Vietnam.  Secondly,  a  formal  grouping  of  five  non-communist 
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countries,  including  Indonesia,  namely  ASEAN.  Thirdly,  the 
factual  grouping  of  two  relatively  developed  countries  in  the 
South  Pacific,  namely  Australia  and  New  Zealand  as  the  core  of 
other  Oceanian  countries  which  spread  widely  on  the  Pacific 
ocean  as  satellite  countries.  Finally,  a  technico-economic 
grouping,  non-formal,  yet  growing  indigeneously  and  spon- 
taneously, strongly  promoting  trade  relations  which  is  feasible 
by  the  technological  civilisation,  such  as  Japan  and  other  Sinic 
countries  i.e.  South  Korea,  Taiwan  and  Hong  Kong  at  the  core, 
and  Thailand,  Singapore  and  various  Latin  American  coun- 
tries at  the  periphery. 

This  latter  grouping  is  likely  to  be  dominant  because  of  ex- 
periences in  international  trade  in  the  Atlantic  and  proves  that 
international  trade  develops,  in  volume  and  value,  vis  a  vis, 
countries  of  equal  technological  development  and  mutually 
convergent  economic  system.  The  factual  domination  of  this 
grouping  might  be  strengthened  by  the  activation  of  two 
parallel  economy  of  North  America,  namely  Canada  and  the 
United  States.  Aside  from  the  indigenious  motivation  on  the 
part  of  the  economic  technology  development,  this  grouping  is 
also  motivated  by  its  domestic  security  reasons. 

In  the  United  States  the  thesis,  as  reflected  in  Ford's  doc- 
trine, regards  the  threat  against  North  Eastern  part  of  Asia  (Ja- 
pan, South  Korea,  Taiwan  to  a  certain  extent)  to  be  more  im- 
portant to  the  US  security  interests  than  to  Southeast  Asian 
countries.  Therefore  the  economic  strength  of  Northeast  Asia 
is  important  for  the  US,  and  one  way  of  strengthening  that 
relation  is  through  a  stronger  foreign  trade  between  the  US 
and  Northeast  Asia.  Hence  it  is  quite  obvious  how  close  the 
relationship  is  between  security  and  economy. 

As  far  as  the  US  is  concerned,  with  its  dollar  virtually 
accepted  as  transnational  money,  by  both  the  Adantic  and  the  ' 
Pacific  Countries,  it  indicates  that  it  is  quite  feasible  for  trade 
and  investment  in  the  Adantic  simultaneously  to  work  with  the 
trade  and  investment  area  of  the  Pacific  and  for  the  members 
ot  the  two  parties  to  do  business  with  one  another  for  at  least 
equally.  On  the  other  hand,  MAPERDAP  could  be  perceived 
as  a  merger"  of  trade  organization  once  dominated  by  the  US 
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(Atlantic  region),  and  Japan  as  the  most  potential  power  to 
dominate  (Pacific). 

As  a  consequence  an  asimetric  system  of  interdependence 
will  emerge  here.  If  there  is  an  asimetric  interdependence 
among  the  concerning  parties,  the  least  dependent  —  in  this 
case  the  trade  partner  with  a  relatively  developed  economy  — 
can  always  manipulate  the  relationship  to  attain  its  own  objec- 
tives not  only  in  the  field  at  stake  but  also  in  other  fields  in  the 
form  of  side-benefits. 

As  far  as  ASEAN  is  concerned,  it  is  evident,  that  it  would  be 
necessary  and  urgent  to  promote  economic  activities  among 
component  countries  of  this  grouping.  At  present  the  trade 
sector  among  ASEAN  member  countries  comprises  only  five 
percent  of  the  whole  trade  of  each  country.  If  this  develop- 
ment persist  without  any  better  perspective,  the  existense  of 
ASEAN  would  certainly  henceforth  be  threatened.  Moreover, 
if  the  perspective  in  promoting  ASEAN  economic  activities 
seems  very  indefinite,  Singapore  might  orientate  more  of  its 
economic  activities  toward  Japan  and  other  Sinic  areas  since 
the  technology  of  its  economic-industry  is  parallel  with  theirs. 
Thailand  might  also  integrate  its  economy  to  the  "Indochina" 
block  through  the  Mekong  Development  Project  which  is 
technically  supported  by  other  international  institutions,  in- 
cluding those  in  the  UN  system. 

Perhaps,  Thailand,  would  base  more  on  security  radier 
than  on  economic  consideration.  Thailand's  security  con- 
sideration is  a  necessity,  as  a  consequence  of  the  bitter  facts 
that  it  is  on  the  one  hand  direcdy  bordering  on  communists 
countries  and  on  the  other  hand  there  is  no  collective  military 
pact  in  the  ASEAN's  system.  The  Philippines  might  also  show 
the  same  attitude.  If  business  perspective  in  the  framework  of 
ASEAN  is  still  indefinite,  it  might  choose  another  alternadve: 
eidier  involve  itself  actively  into  Japanese  and  Sinic  (including 
communist  China)  business  circle  or  into  the  US  economy  (in 
this  case  Hawaii  as  the  centre  of  development).  There  still  re- 
main Malaysia  and  Indonesia.  The  latter  countries  would  cer- 
tainly in  the  long  run,  compare  the  pattern  of  welfare  and 
development  of  the  country  where  they  live  with  the  pattern 


90 


SOME  THOUGHTS  ON  FREE  TRADE 

that  is  appHed  in  the  other  groupings,  including  that  of  po- 
litico-economic life  in  the  Indochinese  peninsula. 

If  that  extremity  occurs,  it  will  create  a  politico-govern- 
mental crisis,  which  essentially  is  an  intellectual  crisis,  namely  a 
fundamental  reform  as  a  result  of  the  incompetence  of  the  in- 
tellectuals in  those  countries  to  develop  economic  and  inter- 
national political  relationship  reflecting  the  interests  of  re- 
gional development  and  domestic  welfare  through  a  political 
system  of  their  own  initial  choice. 

CONCLUSION 

The  establishment  of  an  economic  association  in  Asia  had  often 
been  droned  and  one  of  the  objectives  of  ASEAN  was  endeavour- 
ing towards  it  formation.  There  is  so  far  no  single  concrete  reali- 
zation, mostly  on  account  of  the  fact  that  the  economic  and 
political  need  of  the  countries  in  this  region  is  thus  far  sub- 
ordinated to  the  demands  of  balance  of  power  of  the  great  pow- 
ers. Partly  because  the  policy  perceived  as  a  reality  by  leaders  of 
some  countries  of  the  region  was  a  pragmatic  one  based  on  a  "wait 
and  see"  attitude,  thus  lacking  the  prospective,  and  strategic  view- 
point. 

But  things  have  changed  since  then.  The  outcome  of  the  Indo- 
Chinese  war  has  changed  the  polarization  of  powers.  This  change 
has  become  more  evident  since  the  fall  of  the  last  "domino"  in 
Indochina,  namely  the  fall  of  Laos  to  become  a  communist  state. 
Thus  the  character  of  the  groupings  in  the  Asia- Pacific  region  has 
become  more  evident,  that  is,  the  groupings  of  communist  states  in 
Indochina  and  a  non-communist  states  in  the  form  of  ASEAN.  Al- 
so evident  is  the  informal  grouping  based  on  the  parallel  of  tech- 
nological advancement  between  Japan,  the  United  States,  and  Si- 
nic  countries. 

Peoples  of  these  three  groupings  as  well  as  the  international 
world  will  look  upon  the  country  that  can  improve  the  welfare  of 
their  citizens  through  national  development  and  regional  inte- 
gration at  the  same  time  serving  the  national  and  regional  in- 
terest. This  tendency  will  shift  international  trade  away  from  the 
Adantic  Regional  to  the  circum  Pacific. 
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Regional  cooperation  means  much  more  than  mere  bilateral 
association,  however  intimate,  between  states  which  share  a  com- 
mon geographic  location.  And  even  association  on  a  multilateral 
basis  will  fail  to  merit  the  label  regional  cooperation  if  conducted 
primarily  on  ad  hoc  terms.  Regional  cooperation  proper  is  dis- 
tinguished by  the  viable  functioning  of  institutionalized 
arrangements  for  consultation  and  harmonization  of  policy  on  the 
part  either  of  virtually  all  of  the  states  of  a  conventionally  recog- 
nized region  or  of  such  a  proportion  of  those  states  that  in  concert 
they  shape  the  pattern  of  inter-state  relationships. 

To  the  outside  observer  and  especially  the  academic,  regional 
cooperation  possesses  a  variety  of  plausible  justifications'.  But  the 
actual  practice  of  regional  cooperation  or  rather  cooperation 
among  states  located  within  the  same  region  is  essentially  a  func- 
tion of  calculated  interest  and  not  a  product  of  any  attraction  to 
grand  design  for  its  own  sake.  Indeed,  there  is  no  natural  reason 
why  states  which  share  a  common  and  perhaps  vast  spatial  location 
should  bind  themselves  in  institutionalized  association.  And  given 
the  many  domestic  priorities  of  governments  in  Asia,  the  imper- 
atives of  internal  consolidation  take  precedence  over  such  ex- 
ternal involvements.  As  a  colleague  in  London  pointed  out  recent- 
ly "It  seems  very  unlikely  that  participation  in  regionalist  schemes 
will  do  very  much  that  is  decisive  to  increase  the  internal  cohesion 
and  authority  of  present  incumbent  governments  in  the  eyes  of 


I  Sec,  (oi  example,  llie  roniiil)ulitins  in  Ricliatd  A.  Falk  and  Saul  H.  Mciidlovil?  (cds.). 
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their  own  populaces"'^. 

The  general  argument  about  the  essential  prerequisite  of  re- 
gional cooperation  has  special  force  in  the  case  of  Asia.  It  has  rare- 
ly been  remarked  —  and  perhaps  for  obvious  reasons  —  that 
whereas  there  exists  an  Organization  of  African  Unity  and  also  an 
Organization  of  American  States,  there  is  not  any  Asian  equivalent 
either  in  terms  of  scale  or  ostensible  purpose.  If  one  assesses  the 
practical  record  of  regional  cooperation  in  Africa  and  the  Amer- 
icas, then  it  is  perhaps  arguable  whether  Asia  has  missed  anything 
from  not  sharing  such  experiences.  But  irrespective  of  the  prac- 
tical record  of  such  examples  of  regional  cooperation  on  a  grand 
scale,  equivalent  all  embracing  regional  organization  could  never 
have  been  replicated  in  Asia  in  the  period  following  the  termi- 
nation of  the  Pacific  War  and  the  outset  of  the  process  of  de- 
colonization for  a  number  of  very  obvious  reasons. 

In  the  case  of  the  Americas,  the  resident  hemispheric  Super 
Power  could  weld  its  client  states  into  a  regional  association  at  an 
appropriate  juncture  and  so  institutionalize  the  Monroe  Doctrine 
in  part  by  encouraging  the  belief  that  such  association  would  serve 
to  deny  the  revival  of  American  interventionist  practice  South  of 
the  Rio  Grande.  In  the  case  of  Africa,  especially  South  of  the 
Sahara  where  colonialism  had  not  been  uniformly  willing  to  give 
up  political  domination,  a  common  attitude  could  be  struck 
towards  the  liberation  of  residual  imperium.  Both  in  the  Americas 
and  Africa,  although  regional  cooperation  has  been  on  balance  a 
feeble  enterprise,  it  was  possible  to  overcome  at  the  very  outset  the 
fundamental  obstacle  of  divergence  of  interests.  In  this  respect,  any 
inter-governmental  organization  is  beset  by  a  central  tension  which 
arises  from  the  contradiction  between  its  serving  as  a  vehicle  for 
individual  state  interests  and  its  formal  role  as  a  corporate  body 
expressing  an  identity  greater  than  the  sum  of  its  political  parts.  In 
the  example  of  the  Americas  and  Africa  such  a  tension  has  placed 
continual  strain  on  their  regional  organizations  but  obviously  it 
did  not  prevent  their  initial  establishment.  The  reason  for  this  out- 
come was  that  as  between  the  resident  Super- Power  and  the  Latin- 
American  Governments  at  the  time  and  also  among  the  more  rad- 
ical and  less  radical  African  states,  there  emerged  a  consensus, 


Peter  Lyon,  'Regional  Organization  and  South-East  Asia',  Soulh-East  Asian  Spectrum, 
April-June  1976,  p.  38 
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however  limited,  which  related  to  the  nature  of  regional  order.  By 
this,  I  mean  that  there  emerged  certain  shared  assumptions  about 
interests  and  conduct  on  the  part  of  those  governments  which 
played  a  part  in  the  management  of  regional  relationships,  suf- 
ficient to  provide  a  foundation  for  the  establishment  of  regional 
organization. 

In  Asia,  the  obstacles  in  the  way  of  any  limited  convergence  of 
political  interests  sufficient  to  permit  the  emergence  of  insti- 
tutionalized regional  cooperation  were  substantial  from  the  very 
onset  of  the  transfers  of  power.  For  example,  in  East  Asia  the 
emergence  of  a  unified  People's  Republic  of  China  was  not 
accepted  by  a  United  States  Government  disturbed  by  the  notion 
of  a  monolithic  international  Communism.  And  the  post-War 
American  position  in  Asia,  for  example  in  Japan  and  the  Phil- 
ippines encouraged  a  political  polarization  which  became  explicit 
after  the  outbreak  of  the  war  in  Korea.  For  its  part,  China  with  an 
historical  experience  which  gave  rise  to  a  consistent  view  of  im- 
perialism decided  to  "lean  to  one  side"  which  only  served  to  con- 
firm American  apprehensions.  In  South-East  Asia,  bitter  struggle 
against  dogged  colonialists  in  Indonesia  and  in  Vietnam,  whose 
course  confirmed  American  strategic  perspective,  as  well  as  Com- 
munist insurrections  in  Burma,  Malaya,  Indonesia  and  the  Philip- 
pines, served  to  shape  interstate  cooperation  into  forms  governed 
by  a  confiict  whose  basic  roots  were  not  in  Asia.  Indeed,  the  con- 
viction that  the  Cold  War  had  intruded  into  Asia  encouraged  the 
non-aligned  alternative  in  its  original  form  as  ardculated  by  the 
Indian  Prime  Minister,  Mr.  Nehru;  an  alternative  which  rejected 
the  premises  and  role  of  the  South-East  Asia  Treaty  Organization 
(SEATO)  which  attracted  the  membership  of  only  three  Asian 
states.  Meanwhile,  in  South  Asia  where  an  unofficial  Asian  Re- 
lations Conference  had  been  convened  as  early  as  in  March  1947, 
the  political  fragmentation  of  the  sub-continent  with  all  of  its 
attendant  bitterness  and  sustained  antagonism  could  not  serve  the 
cause  of  regional  cooperation. 

At  Bandung  in  April  1955  a  less  than  true  meeting  of  Asian 
minds  was  manifested.  And  the  spirit  of  optimism  associated  with 
that  occasion  drew  sustenance  more  from  the  expression  of  pious 
platitudes  than  from  practical  achievement.  The  major  ac- 
complishment of  the  conference,  namely  the  Indian  initiative  to 
promote  reconciliation  between  the  new  China  and  its  regional 
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neighbours,  was  dissipated  before  the  end  of  the  decade  as  India 
and  China  entered  increasingly  into  rivalry  and  conflict  and  in  so 
doing  influenced  the  political  attitudes  of  regional  as  well  as  of  ex- 
ternal states.  Where  Bandung  failed  to  give  rise  to  truly  regional 
cooperation  or  indeed  any  cooperation  at  all,  other  forms  of  re- 
gional association  were  revealed  as  the  vehicles  of  external  in- 
terests and  in  consequence  produced  division  and  not  unity. 

This  outcome  was  especially  the  case  with  SEATO,  an  un- 
disguised alliance  designed  to  hold  the  line  in  Indochina  in  cir- 
cumstances where  linear  defence  was  less  than  appropriate.  The 
relevance  of  SEATO  as  an  instrument  of  American  containment 
policy  has  long  disappeared,  while  its  failings  of  internal  cohesion 
were  demonstrated  virtually  from  its  formation.  Thus  in  Sep- 
tember 1975,  the  Council  of  the  Organization  meeting  in  New 
York  after  having  decided  to  discontinue  its  military  planning 
function  agreed  to  phase  out  the  activities  of  its  secretariat  over  a 
period  of  two  years,  albeit  without  revoking  the  treaty  which  has 
served  as  the  formal  basis  for  mutual  obligation.  The  Asia  Pacific 
Council  (ASPAC)  established  in  Seoul  in  June  1966,  with  its  more 
Asia-centric  composition,  represented  an  attempt  to  overcome  the 
problems  of  internal  cohesion  which  had  so  debilitated  SEATO. 
Apart  from  its  evident  association  with  the  prosecution  of  the  war 
in  Vietnam,  ASPAC  has  never  amounted  to  much  of  substance  and 
after  President  Nixon's  visit  to  China  in  February  1972  it  became 
even  more  of  a  political  anachronism  given  Taiwan's  membership. 
Malaysia  has  formally  withdrawn  from  the  Council,  the  Republic 
of  Vietnam  has  ceased  to  exist,  while  (the  People's  Democratic  Re- 
public of)  Laos  is  hardly  likely  to  send  an  observer  again  to  a 
meeting  of  ASPAC  should  it  ever  reconvene  following  its  last 
meeting  in  1972. 

In  South-East  Asia,  the  Association  of  South-East  Asia  (ASA) 
with  a  membership  of  only  three  states  and  Maphilindo  also  with 
only  a  membership  of  three  were  both  abortive  short-lived 
attempts  at  regional  cooperation.  Their  records  hardly  warrant 
comment;  their  examples  are  significant  in  so  far  as  they  highlight 
the  stumbling  blocks  in  the  way  of  regional  cooperation  and  the 
difficulties  of  either  overcoming  intramural  dissension  or  promot- 
ing a  growth  in  membership  in  the  face  of  adverse  conceptions  of 
regional  order.  It  is  in  fact,  the  very  problem  of  regional  order 
which  poses  the  more  fundamental  obstacle  to  regional  co- 
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operation  in  Asia;  one  made  acute  by  the  scale  of  the  geographic 
entity  and  the  diversity  of  interests  encompassed  by  its  ill-defined 
bounds.  And  in  so  far  as  the  United  States  as  an  external  Power  has 
not  been  able  to  impose  its  conception  of  regional  order  through 
organizational  form  within  limited  sectors,  then  even  greater  diffi- 
culty has  confronted  the  Soviet  Union  in  its  more  ambitious 
attempt  to  promote  an  alternative  'collective  security  system'.  In- 
deed, it  has  failed  to  receive  endorsement  either  from  India  with 
whom  a  treaty  of  Peace,  Friendship  and  Cooperation  was  signed  in 
August  1971  or  from  the  Socialist  Republic  of  Vietnam  which  has 
been  a  major  beneficiary  of  Soviet  economic  and  military 
assistance. 

The  central  difficulty  of  the  exercise  of  regional  cooperation  in 
Asia  and  elsewhere  arises  in  great  part  from  the  fact  that  however 
designed  (notwithstanding  the  existence  of  essentially  functionalist 
bodies  such  as  ESCAP)  its  purpose  is  never  cooperative  for  its  own 
sake.  Its  overall  purpose  will  be  defined  and  its  viability  deter- 
mined by  the  presence  or  not  of  a  sense  of  shared  or  collective  in- 
terest among  its  members  and  such  interest  will  be  related  in- 
variably to  security  considerations.  Thus  in  the  absence  of  a  req- 
uisite shared  central' view  in  terms  of  values  held  and  attendant 
major  differences  of  social  and  political  order,  it  is  only  to  be  ex- 
pected that  regional  cooperation  will  emerge  in  institutionalized 
form  on  not  more  than  a  limited  basis.  The  most  striking  example 
of  this  problem  and  phenomenon  arises  in  the  experience  of  the 
Association  of  South-East  Asian  Nations  (ASEAN)  which  has  been 
the  most  successful  expression  of  regional  cooperation  of  its  kind 
to  date  within  Asia.  Indeed,  there  has  not  been  any  regional 
organization  to  match  it  within  either  South  Asia  or  East  Asia.  It 
makes  for  an  interesting  case  study  of  those  problems  of  intra- 
mural cooperation  which  can  occur  once  initial  obstacles  to 
organizational  expression  have  been  overcome.  It  also  in  its  cor- 
porate existence  highlights  the  issue  of  regional  order  which  is  cen- 
tral to  the  raison  d'etre  of  ASEAN,  in  so  far  as  it  has  been  obliged  to 
come  to  terms  with  the  limited  scope  of  its  membership  and  con- 
tinuing problems  of  intra-regional  accomodation. 

To  translate  this  discussion  of  regional  cooperadon  in  Asia  into 
practical  terms,  it  is  necessary  to  focus  on  the  functioning  of 
ASEAN  and  on  its  measure  of  regional  acceptance,  for  the  very 
simple  reason  that  the  past  performance  of  other  regional  bodies 
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of  a  political  nature  has  been  so  lacking  in  achievement  and  in 
comparable  experience.  Although  ASEAN  is  formally  depicted  as  a 
grouping  with  economic,  social  and  cultural  objectives,  it  is  in  es- 
sence one  which  aspires  to  a  central  role  in  the  management  of 
regional  order.  This  much  can  be  gleaned  from  that  part  of  the 
preamble  to  die  ASEAN  Declaration  of  August  8th  1967  which 
stated  that  ".  .  .  the  countries  of  South-East  Asia  share  a  primary 
responsibility  for  strengthening  the  economic  and  social  stability 
of  the  region  and  ensuring  their  peaceful  and  progressive  national 
development  and  that  they  are  determined  to  ensure  their  stability 
and  security  from  external  interference  in  any  form  or  manifesta- 
tion in  order  to  preserve  their  national  identities  in  accordance 
with  the  ideals  and  aspirations  of  their  peoples".  Moreover,  the 
Kuala  Lumpur  Declaration  of  November  27  th  1971,  whereby  the 
foreign  ministers  of  the  ASEAN  states  expressed  a  determination 
to  "exert  initially  necessary  efforts  to  secure  the  recognition  of  and 
respect  for.  Southeast  Asia  as  a  zone  of  Peace,  Freedom  and 
Neutrality,  free  from  any  form  or  manner  of  interference  by  out- 
side Powers",  represents  a  logical  if  less  than  precise  sequel  to 
ASEAN's  founding  document. 

The  performance  of  ASEAN  has  been  marked  by  undoubted 
intramural  problems*.  Apart  from  specific  issues  of  bilateral  con- 
tention such  as  that  of  irredentism  which  has  disturbed  relations 
between  Thailand  and  Malaysia  and  the  still  unresolved  Philip- 
pine claim  to  Sabah,  there  are  also  differences  of  emphasis  within 
the  walls  of  the  association  about  the  desirable  basis  of  regional 
order.  The  most  influendal  if  not  prevailing  view  is  that  of  the 
government  of  Indonesia  which  has  sought  to  promote  a  collec- 
tive foreign  policy  "geared  towards  the  implementation  of  re- 
gional cooperadon  on  the  basis  of  self-reliance  to  ensure  the 
stability  and  security  of  the  Southeast  Asia  region  from  external  in- 
terference in  whatever  form  or  manifestadon"*.  Within  ASEAN 
however,  apart  from  differing  degrees  of  enthusiasm  for  this, 
perspective,  there  exists  an  alternadve  view  of  regional  order  ex- 
pressed by  the  government  of  Singapore  and  based  on  the  idea  of 

3  For  a  general  assessment  of  the  Association,  see  Michael  Leifer,  'The  ASEAN  states  and 
the  Progress  of  Regional  Cooperation  in  South-East  Asia'  in  Bernhard  Dahm  and 
Werner  Draguhn  (eds.),  Politics,  Society  and  Economy  in  the  ASEAN  States.  Wiesbaden,  1975. 

4  ASEAN  National  Secretariat  of  Indonesia,  'Indonesian  Foreign  Policy  and  ASEAN 
Regional  Cooperation'  Indonesia  Magazine.  Jakarta,  September  1974 
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permanent  multi-power  involvement  in  the  region \  Despite  the 
existence  of  such  alternative  approaches  to  regional  order  within 
the  association  which  has  given  rise  to  some  tension  reflected,  for 
example,  in  the  adoption  of  different  positions  on  the  status  of  the 
Straits  of  Malacca  and  Singapore,  there  is  a  sense  of  shared  central 
view  among  the  member  governments  of  ASEAN  which  permeates 
their  joint  endeavours,  however  limited  they  may  be.  This  shared 
central  view  arises  from  the  measure  of  common  identity  among 
the  five  member  governments  in  terms  of  social  and  economic 
priorities  as  well  as  in  their  prevailing  external  associations. 

While  the  five  member  governments  of  ASEAN  may  not  be 
able  to  define  their  common  interests  with  great  precision,  they 
share  a  common  uncertainty  intensified  by  the  radical  political 
changes  which  occurred  throughout  Indochine  during  1973  and 
because  of  the  associated  reappraisal  and  adjustment  of  American 
priorities  in  Asia.  The  five  states  have  established  in  consequence  a 
concert  among  themselves  that  in  outlook  and  priorities,  if  I  might 
stretch  die  analogy,  is  not  dissimilar  to  the  Act  of  the  Holy  Alliance 
promoted  by  Alexander  of  Russia  at  the  Congress  of  Vienna  in 
1815.  The  common  purpose  of  the  ASEAN  states,  if  not  always 
reflected  in  practical  programme,  is  to  resist  internal  and  external 
challenges  to  the  economic  and  social  orders  which  the  five  coun- 
tries have  more  or  less  in  common.  This  much  was  demonstrated 
in  the  first  article  and  objective  of  the  Declaration  of  ASEAN  Con- 
cord which  its  five  heads  of  government  signed  at  dieir  first  ever 
conference  held  on  the  island  of  Bali  in  February  1976  and  which 
stated  that:  "The  stability  of  each  member  state  and  of  the  ASEAN 
region  is  an  essential  contribution  to  internadonal  peace  and 
security.  Each  member  state  resolves  to  eliminate  threats  posed  by 
subversion  to  its  stability,  thus  strengthening  nadonal  and  ASEAN 
resilience".  This  purpose  was  expressed  more  pungently  in  the 
following  September  by  Singapore's  Foreign  Minister  speaking 
before  the  ASEAN  Standing  Committee  who  explained  diat 
"ASEAN  is  an  organization  to  safeguard  its  members  from  becom- 
ing victims  of  those  who  feel  themselves  under  compulsion  to 
liberate  the  peoples  of  ASEAN  from  themselves". 

5  A  recent  statement  of  this  view  is  to  be  found  in  a  speech  by  Singapore's  Minister  of  For- 
cign  Affairs,  Mr.  S.  Rajaramam,  delivered  in  Bangi<.olc  in  June  1976  reported  in  The 
Mirror,  Singapore,  July  12th  1976 
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In  the  founding  document  of  ASEAN  of  August  8th  1967,  it 
was  declared  that  the  Association  was  open  for  participation  to  all 
states  in  the  South-East  Asian  region  which  subscribed  to  its  aims, 
principles  and  purposes.  Yet  by  the  time  of  the  convening  of  the 
Bali  summit  meeting  in  February  1976,  the  original  membership  of 
five  states  had  not  altered.  Indeed,  both  the  prospect  of  a  con- 
dnuing  static  membership  and  the  holding  of  the  first  ever  meeting 
of  heads  of  government  of  the  Association  had  been  governed  by 
the  radical  polidcal  changes  within  Indochina  which  began  in 
April  1975.  Shortly  after  these  initial  changes  in  Cambodia  and 
South  Vietnam,  individual  ASEAN  statesmen  expressed  a 
willingness  to  see  the  new  governments  of  Indochina  participate  in 
regional  cooperadon  within  the  framework  of  the  Associadon. 
Moreover,  the  Treaty  of  Amity  and  Cooperadon  in  Southeast  Asia 
which  was  the  second  documentary  outcome  of  the  Bali  summit, 
gave  the  appearance  in  form  and  in  content  of  being  constructed  to 
permit  entry  to  membership  of  regional  states  with  a  very  different 
polidcal  and  social  idendty  to  those  of  the  founders  of  ASEAN. 
Indeed,  ardcle  eighteen  of  the  treaty  which  explicitly  stated  "It 
shall  be  open  for  accession  by  other  states  in  Southeast  Asia",  was 
intended  to  attract  more  than  just  the  adhesion  of  Burma. 

The  bounds  of  muldlateral  regional  cooperadon  envisaged  by 
the  states  of  ASEAN  is  limited  in  that  membership  is  open  only  to 
resident  states  of  South-East  Asia.  Beyond  that,  cooperadon 
between  the  Associadon  and  other  Asian  states,  for  example, 
Japan,  takes  place  on  a  bilateral  basis.  Pardcipadon  in  wider 
schemes  of  regional  cooperadon,  especially  in  which  ASEAN 
might  be  subordinated  in  role  has  not  been  regarded  with 
enthusiasm,  especially  in  Jakarta.  In  this  respect,  one  rnight  note 
the  cool  response  in  February  1973  when  the  former  Australian 
Prime  Minister  Cough  Whidam  advocated  the  formadon  of  a  new 
regional  organizadon  of  Asia-wide  dimensions. 

Despite  this  evident  limitadon  in  regional  horizons,  the 
members  of  ASEAN  have  contemplated  an  addidon  in 
membership  from  within  South- East  Asia  as  a  way  to  establish  a 
modm  Vivendi  with  the  new  governments  of  Indochina  on  the  basis 
of  a  mutual  acceptance  of  the  principle  of  non-interference  in  the 
internal  affairs  of  the  states  of  the  region.  However,  while  the  In- 
dochinese  states  have  indicated  a  willingness  to  normalize  relations 
with  individual  members  of  ASEAN,  they  have  shown  themselves 


99 


THE  INDONESIAN  QUARTERLY 

most  reluctant  (in  particular  Vietnam  and  Laos)  to  treat  with 
ASEAN  as  a  corporate  political  entity,  let  alone  contemplate 
membership  of  the  Association.  Indeed  any  political  optimism  on 
the  part  of  ASEAN  states  that  new  members  might  be  attracted  to 
the  Association  had  disappeared  completely  by  its  Ninth 
Ministerial  Meeting  held  in  Manila  in  June  1976.  The  joint  com- 
munique made  reference  only  to  "increasing  bilateral  contacts 
among  states  in  the  region"  which  on  the  basis  of  mutual  sincerity 
and  goodwill  and  through  reciprocal  initiatives  could  develop  "the 
frame  work  for  expanded  cooperation  and  genuine  under- 
standing" ^ 

The  attitude  of  Vietnam  and  Laos  to  ASEAN  as  a  political  enti- 
ty has  been  hostile  in  contrast,  for  example,  with  the  sympathetic 
reporting  of  the  Bali  summit  by  the  Chinese  media. '  This  hostility 
was  made  manifest  at  the  time  of  the  Bali  summit  and  during  and 
after  the  conference  of  Non-Aligned  states  held  in  August  1976  in 
Sri  Lanka.  The  basis  of  this  hostility  was  not  solely  residual  suspi- 
cion and  resentment  arising  from  the  experience  of  the  Indochina 
War;  it  derived  also  and  fundamentally  from  a  rejection  of  the 
priorities  of  regional  order  envisaged  in  general  terms  by  the 
ASEAN  states.  In  addition,  it  reflected  a  refusal  to  accord  ASEAN 
any  exclusive  right  to  speak  for  Southeast  Asia  or  to  prescribe  for 
its  regional  relationships. 

The  evident  conflict  of  interests  arose  at  the  Colombo  con- 
ference when  the  Laotian  delegation  moved  an  amendment  to  a 
resolution  sponsored  by  ASEAN  members  seeking  approaval  of 
the  Kuala  Lumpur  Declaration  of  November  197  1  which  had  been 
endorsed  by  the  previous  Non-Aligned  conference  held  in  Algeria 
in  1973.  The  outcome  was  a  diplomatic  impasse  and  the  absence 
from  the  final  communique  of  mention  either  of  the  ASEAN 
resolution  of  the  Laotion  amendment  which  had  been  supported 
strongly  by  the  delegation  from  Vietnam.  The  significance  of  die 
Vietnamese  position  was  made  abundantly  clear  by  Ngo  Dien, 
assistant  to  the  Vietnamese  Foreign  Minister  and  spokesman  for 
his  country's  delegation  at  Colombo.  After  the  conference,  in  an 
interview  with  the  Vietnam  News  Agency,  he  commented : 


6  See  Malaysian  Digest,  June,  30th  1976 

7  See  Peking  Review,  March,  5th  1976  which  interpreted  the  outcome  of  the  meeting  as  a 
spurning  of  the  Soviet  Union's  collective  security  system  proposal  for  Asia. 
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"It  should  be  made  clear  that  the  Socialist  Republic  of  Vietnam 
has  many  times  declared  its  support  for  the  efforts  of  the  South- 
East  Asian  countries  for  genuine  independence,  peace  and 
neutrality.  But  we  did  not  agree  to  insert  this  question  in  the 
resolution  of  the  summit  conference  in  the  name  of  the  Kuala 
Lumpur  declaration  of  ASEAN,  a  declaration  issued  at  the  very 
moment  when  the  ASEAN  countries  were  directly  or  indirectly 
serving  the  U.S.  aggressive  war  in  Vietnam,  Laos  and  Cambodia 
in  complete  contravention  of  the  principles  of  the  non-aligned 
movement".  He  continued  "The  Vietnamese  people  are  ready  to 
forget  the  past  and  establish  new  relations  with  other  South-East 
Asian  countries  on  the  basis  of  the  four  point  policy  of  the  Socialist 
Republic  of  Vietnam  which  has  been  approved  by  the  govern- 
ments of  these  countries  themselves,  but  we  decidedly  do  not 
tolerate  any  scheme  to  revive  a  none  too  bright  past  of  ASEAN  and 
to  sell  an  outmoded  and  bankrupted  policy  of  this  organization."' 

The  joint  view  of  Vietnam  and  Laos  on  ASEAN  —  with  Cam- 
bodia maintaining  a  conspicuous  silence  apart  from  expressing  an 
unwillingness  to  join  the  Association  —  has  been  that  it  is  a  con- 
temporary version  of  SEATO  "serving  the  war  policy  of  the  US  im- 
perialists in  the  South-East  Asia  region".  Indeed,  the  Laotion  par- 
ty newspaper  Siang  Pasason  has  been  most  explicit  on  this  point 
asserting  that  "At  the  Bali  summit  conference  in  February  1976, 
although  it  used  die  so-called  'economic  and  cultural  relations  and 
cooperation'  as  a  ruse  to  conceal  its  true  role  of  a  neo-colonialist 
tool,  the  ASEAN  group  could  not  disguise  its  true  nacure  as  a  new 
aegis  of  the  SEATO  clique  peddling  the  SEATO  line  "^ 

Although  spokesman  for  the  ASEAN  states  have  specifically 
denied  such  charges  levelled  at  the  Association,  the  different  ex- 
periences of  the  two  set  of  states  and  their  very  different  visions  of 
the  future  sets  them  apart.  This  strong  sense  of  separateness  points 
up  the  fundamental  problem  of  regional  cooperation  on  a  large 
scale  within  South-East  Asia  which  has  application  to  Asia  general- 
ly. That  problem  arises  at  this  juncture  from  the  differing  identities 
of  sets  of  regional  states  which  represent  distinct  alternatives  to 
each  others  social  orders  and  hence  a  political  challenge.'"  Thus 

8  B.B.C.,  Summary  of  World  Broadcast,  Part  3,  FE/5298/A3/3 

9  Sqjtember  I5th  1976  reported  in  B.B.C.,  op.  cit.  FE/5314/A3/1 

10  In  this  respect,  the  Prime  Minister  of  Singapore,  Lee  Kuan-yew  has  drawn  attention  to 
the  language  of  the  Laotion  draft  amendment  at  Colombo  with  its  reference  to  the  ■ 
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Vietnam  and  Laos,  in  particular,  are  inclined  to  regard  the 
governments  of  the  ASEAN  states  as  virtual  replicas  of  those 
governments  which  were  overthrown  in  Indochina  in  1975;  an  at- 
titude confirmed  in  the  case  of  Thailand  with  the  seizure  of  power 
by  the  Military  in  October  1976. 

For  their  part,  the  ASEAN  governments  regard  the  process  of 
social  revolution  extolled  in  the  Laotion  draft  amendment  at 
Colombo  as  a  threatening  model  to  be  applied  within  their  own 
states  and  the  post-revolutionary  systems  of  Indochina  as  com- 
peting and  irreconcilable  alternatives  to  their  own  political  orders. 
In  other  words,  the  irreconcilable  conceptions  of  regional  order 
which  produced  an  impasse  at  Colombo  possess  a  domestic 
dimension  which  is  central  to  mutual  suspicion  and  at  the  root  of 
present  obstacles  to  regional  cooperation.  The  issue  involved  has 
been  well  illuminated  in  a  somewhat  different  context  by  a  student 
of  Thai  foreign  policy  who  pointed  out  "It  is  one  thing  to  make  a 
deal  with  or  practice  clever  diplomacy  toward  a  state  whose  in- 
terests are  opposed  to  one's  own  but  whose  internal  system  is  simi- 
lar enough  not  to  pose  a  threat  to  one's  ovm  existence;  the  Thai 
had  traditionally  tried  ,this  with  the  European  powers.  It  is  another 
thing  to  cope  with  powers  whose  professed  goal  is  not  only  to  re- 
place the  leadership  in  one's  state,  but  also  to  change  the  entire 
structural  system  there  and  everywhere  else  as  well."" 

The  central  obstacle  to  the  extension  of  the  most  viable  experi- 
ment in  regional  cooperation  in  Asia  is  that  of  political  values  and 
in  this  respect  the  current  external  associations  of  the  ASEAN 
states  are  a  major  factor  in  so  far  as  any  existing  organization  may 
be  regarded  as  a  vihicle  to  serve  hostile  interests.  The  relevance  of 
polirical  values  to  the  progress  of  regional  cooperation  has  been 
borne  out  by  the  very  experience  of  the  foundation  of  ASEAN. 
Although  in  terms  of  membership,  the  Association  may  be 
represented  as  an  amalgam  of  its  two  ill-fated  predecessors,  name- 
countries  of  South-East  Asia  achieving  "genuine  independence".  He  did  diis  in  a  state- 
ment presented  to  the  Non-Ahgned  Conference  by  Singapore's  Foreign  Minister  in 
which  he  said  "It  maices  me  wonder  which  countries  in  Southeast  Asia  are  not  'genuine' 
in  their  independence  and  should  be  helped  to  become  genuine'.  Is  this  a  precursor  of 
the  kind  of  double  definition  of  independence  which  will  classify  a  Marxist  state  as 
genuinely  independent  and  the  others  as  being  not  genuine  and  so  their  people  are  to  be 
supported  to  overthrow  by  violence  established  democratic  governments?"  See  The 
Mirror,  Singapore,  August  30th  1976 

II  W.  Scott  Thompson,  Unequal  Partners,  Lexington,  Mass.  1975,  p.  22 
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ly  ASA  and  Maphilindo,  it  was  not  so  in  any  other  sense.  The  foun- 
dation of  ASEAN  did  not  constitute  in  essence  a  fusing  of  con- 
trasting and  alternative  political  values  within  an  institutional 
framework  for  compromise  but  marked  an  attempt  at  inter-state 
reconciliation  made  possible  by  fundamental  political  change 
within  Indonesia  which  occured  in  the  wake  of  the  abortive  coup 
of  October  1965.  The  significance  of  those  changes  has  been  il- 
luminated in  a  study  of  the  role  which  confrontation  played  within 
the  domestic  political  order  of  Indonesia.'^  And  although  one  can 
identify  a  strain  of  continuity  as  between  the  foreign  policies  of  Su- 
karno and  Suharto,  the  convergence  of  interests  which  was  ex- 
pressed with  the  foundation  of  ASEAN  was  only  in  part  a  com- 
promise between  those  competing  values  which  were  manifested 
within  Maphilindo  and  between  it  and  ASA.  There  was  a  formal 
aspect  of  compromise,  however,  about  the  formation  of  ASEAN 
which  has  some  relevance  to  the  political  sparring  between  its 
members  and  the  socialist  states  of  Indochina.  ASEAN  emerged  as 
a  new  institution  in  the  wake  of  Indonesia's  confrontation  of 
Malaysia.  Reconciliation  proceeded  by  overlooking  an  abortive 
regional  organization,  namely  Maphilindo,  and  abandonning  a 
moribund  one,  namely  ASA.  Such  a  practice  is  most  unlikely  to  be 
repeated  by  the  member  governments  of  ASEAN  who  would  be 
unwilling  to  sacrifice  the  known  value  and  limitations  of  the 
Association  for  the  unknown  prospect  of  regional  cooperation 
based  on  the  shallow  foundations  of  fundamental  differences  of 
social  and  political  outlook. 

In  contemplating  the  problems  and  prospects  of  regional  co- 
operation in  Asia,  I  have  deliberately  concentrated  on  the  example 
of  ASEAN  to  the  neglect  of  the  experience  of  South  and  East  Asia. 
This  is  because  the  experience  of  South-East  Asia  has  been  much 
more  fruitful  in  terms  of  actual  achievement.  But  also,  because  the 
very  practice  of  regional  cooperation  within  South-East  Asia  has 
demonstrated  the  sources  of  its  accomplishment  and  of  its  limi- 
tations. And  the  lessons  to  be  drawn  from  these  limitations  apply 
to  Asia  as  a  whole  if  regional  cooperation  is  intended  to  mean 
anything  more  than  mere  regional  forum. 

In  Asia,  movement  towards  regional  cooperation  in  the  after- 
math of  the  Pacific  War  drew  much  of  its  impetus  from  an  external 


12  See  Franklin  B.  Weinstein  Indonesia  Abandons  Confrontation,  Ithaca,  1969 
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source  and  proved  to  be  decisive  and  less  than  successful.  The 
attempt  by  the  Soviet  Union  to  take  over  from  where  it  believes  the 
United  States  has  left  off  has  been  equally  unsuccessful,  if  not  as 
disastrous.  In  the  wake  of  the  change  in  the  balance  of  external  in- 
terests bearing  on  Asia,  and  especially  after  the  end  of  the  Indo- 
china War,  the  issue  of  regional  cooperadon  has  become  less  of  an 
externally  influenced  matter.  Nonetheless,  the  issue  is  beset  still  by 
major  difficuldes  and  above  all  by  the  problem  of  political  values. 
This  is  because  so  much  of  the  conflict  which  has  been  in  evidence 
in  Asia  since  1945,  and  which  reached  stages  of  culmination  in 
1975,  has  been  about  the  very  identity  of  the  states  within  which  it 
has  taken  place;  an  identity  expressed  in  alternative  modes  and 
systems  of  modernizadon.  Fundamental  differences  which  sur- 
round this  concept  serve  to  preclude  any  effective  exercize  in  re- 
gional cooperation  between  heterogenous  sets  of  states.  Indeed 
such  an  exercize  has  been  difficult  enough  as  the  experience  of 
ASEAN  has  demonstrated  on  the  part  of  states  of  similar  values 
and  outlook. 
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THE  ASEAN  DECLARATION 

The   Presidium   Minister  for  Political  Affairs/Minister  of 
Foreign  Affairs  of  Indonesia,  the  Deputy  Prime  Minister  of  Malay- 
sia, the  Secretary  for  Foreign  Affairs  of  the  Philippines,  the  Minis- 
ter for  Foreign  Affairs  of  Singapore  and  the  Minister  of  Foreign 
Affairs  of  Thailand: 

MINDFUL  of  the  existence  of  mutual  interests  and  common 
problems  among  the  countries  of  South-East  Asia  and  convinced 
of  the  need  to  strengthen  further  the  existing  bonds  of  regional 
solidarity  and  cooperation; 

DESIRING  to  establish  a  firm  foundation  for  common  action 
to  promote  regional  cooperation  in  South-East  Asia  in  the  spirit  of 
equality  and  partnership  and  thereby  contribute  towards  peace, 
progress  and  prosperity  in  the  region; 

CONSCIOUS  that  in  an  increasingly  interdependent  world, 
the  cherished  ideals  of  peace,  freedom,  social  justice  and  economic 
well-being  are  best  attained  by  fostering  good  understanding, 
good  neighbourliness  and  meaningful  cooperation  among  the 
countries  of  the  region  already  bound  together  by  ties  of  history 
and  culture; 

CONSIDERING  that  the  countries  of  South-East  Asia  share  a 
primary  responsibility  for  strengthening  the  economic  and  social 
stability  of  the  region  and  ensuring  their  peaceful  and  progressive 
national  development,  and  that  diey  are  determined  to  ensure 
their  stability  and  security  from  external  interference  in  any  form 
or  manifestation  in  order  to  presence  their  national  identities  in  ac- 
cordance with  the  ideals  and  aspirations  of  their  peoples; 

AFFIRMING  that  all  foreign  bases  are  temporary  and  remain 
only  with  the  expressed  concurrence  of  the  countries  concerned 
and  are  not  intended  to  be  used  directly  or  indirecdy  to  subvert  the 
national  independence  and  freedom  of  States  in  the  area  or  prej- 
udice the  orderly  processes  of  their  national  development- 
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DO  HEREBY  DECLARE: 

FIRST,  the  establishment  of  an  Association  for  Regional  Co- 
operation among  the  countries  of  South-East  Asia  to  be  known  as 
the  Association  of  South-East  Asian  Nations  (ASEAN). 

SECOND,  that  the  aims  and  purposes  of  the  Association  shall 

be: 

1.  To  accelerate  the  economic  growth,  social  progress  and  cul- 
tural development  in  the  region  through  joint  endeavours  in 
the  spirit  of  equality  and  partnership  and  peaceful  community 
of  South-East  Asian  Nations; 

2.  To  promote  regional  peace  and  stability  through  abiding 
respect  for  justice  and  the  rule  of  law  in  the  relationship  among 
countries  of  the  region  and  adherence  to  the  principles  of  the 
united  nations  charter; 

3.  To  promote  active  collaboration  and  mutual  assistance  on 
matters  of  common  interest  in  the  economic,  social,  cultural, 
technical,  scientific  and  administrative  fields; 

4.  To  provide  assistance  to  each  other  in  the  form  of  training  and 
research  facilities  in  the  educational,  professional,  technical 
and  administrative  spheres; 

5.  To  collaborate  more  effectively  for  the  greater  utilization  of 
their  agriculture  and  industries,  the  expansion  of  their  trade 
including  the  study  of  the  problems  of  international  com- 
modity trade,  the  improvement  of  their  transportation  and 
communication  facilities  and  the  raising  of  the  living  stand- 
ards of  their  peoples; 

6.  To  promote  South-East  Asian  studies; 

7.  To  maintain  close  and  beneficial  cooperation  with  existing  in- 
ternational and  regional  organization  with  similar  aims  and 
purposes,  and  explore  all  avenues  for  even  closer  cooperation 
among  themselves. 

THIRD,  that  to  carry  out  these  aims  and  purposes,  the  follow- 
ing machinery  shall  be  established: 

(a)  Annual  Meeting  of  Foreign  Ministers,  which  shall  be  by  rota- 
tion and  referred  to  as  ASEAN  Ministerial  Meeting.  Special 
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Meetings  of  Foreign  Ministers  may  be  convened  as  required. 

(b)  A  Standing  Committee  under  the  chairmanship  of  the  Foreign 
Minister  of  the  host  country  or  his  representatives  and  having 
as  its  members  the  accredited  Ambassadors  to  the  other 
member  countries,  to  carry  on  the  work  of  the  Association  in 
between  Meetings  of  Foreign  Ministers. 

(c)  Ad  Hoc  Committees  and  Permanent  Committees  of  speciahsts 
and  officials  on  specific  subjects. 

(d)  A  National  Secretariat  in  each  member  country  to  carry  out  the 
work  of  the  Association  on  behalf  of  that  country  and  to  service 
the  Annual  or  Special  Meetings  of  Foreign  Ministers,  the 
Standing  Committee  and  such  other  committee  as  may  here- 
after be  established. 

FOURTH,  that  the  Association  is  open  for  participation  to  all 
States  in  the  South-East  Asian  Region  subscribing  to  the 
aforementioned  aims,  principles  and  purposes. 

FIFTH,  that  the  Association  represents  the  collective  will  of  the 
nations  of  South-East  Asia  to  bind  themselves  together  in 
friendship  and  cooperation,  and  through  joint  efforts  and 
sacrifices,  secure  for  their  peoples  and  for  prosperity  the  blessings 
of  peace,  freedom  and  prosperity. 

DONE  in  Bangkok  on  the  Eighth  Day  of  August  in  the  Year 
One  Thousand  Nine  Hundred  and  Sixty-Seven. 

FOR  INDONESIA:  (signed)  (ADAM  MALIK) 

Presidium  Minister  for  Political  Affairs/Minister 
of  Foreign  Affairs 

FOR  MALAYSIA:  (signed)   (TUN  ABDUL  RAZAK) 
Deputy  Prime  Minister,  Minister  of  Defence  and 
Minister  of  National  Development 

FOR  THE  PHILIPPINES:  (signed)  (NASCISO  RAMOS) 
Secretary  for  Foreign  Affairs 

FOR  SINGAPORE:  (signed)  (S.  RAJARATNAM) 
Minister  for  Foreign  Affairs 

FOR  THAILAND:  (signed)  (THANAT  KHOMAN) 
Minister  for  Foreign  Affairs  . 
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THE  KUALA  LUMPUR  DECLARATION 

We  the  Foreign  Ministers  of  Indonesia,  Malaysia,  the  Philip- 
pines, Singapore  and  the  Special  Envoy  of  the  National  Executive 
Council  of  Thailand. 

FIRMLY  believing  in  the  merits  of  regional  cooperation  which 
has  drawn  our  countries  to  cooperate  together  in  the  economic, 
social  and  cultural  fields  in  the  Association  of  South  East  Asian 
Nations; 

DESIROUS  of  bringing  about  a  relaxation  of  internadonal 
tension  and  of  achieving  a  lasting  peace  in  South  East  Asia; 

INSPIRED  by  the  worthy  aims  and  objectives  of  the  United 
Nations,  in  particular  by  the  principles  of  respect  for  the 
sovereignty  and  territorial  integrity  of  all  states,  abstention  from 
threat  or  use  of  force  peaceful  settlement  of  international  disputes, 
equal  rights  and  self-determination  and  non-interference  in  the  in- 
ternal affairs  of  States; 

BELIEVING  in  the  continuing  validity  of  the  "Declaration  on 
the  Promotion  of  World  Peace  and  Cooperation"  of  the  Bandung 
Conference  of  1955  which,  among  other,  enunciates  the  principles 
by  which  States  may  coexist  peacefully; 

RECOGNIZING  the  right  of  every  state,  large  or  small,  to  lead 
its  national  existence  free  from  outside  interference  in  its  internal 
affairs  as  this  interference  will  adversely  affect  its  freedom,  inde- 
pendence and  integrity; 

DEDICATED  to  the  maintenance  of  peace,  freedom  and  inde- 
pendence unimpaired; 

BELIEVING  in  the  need  to  meet  present  challenges  and  new 
developments  by  cooperating  with  all  peace  and  freedom  loving 
nations,  both  within  and  outside  the  region,  in  the  furtherance  of 
world  peace,  stability  and  harmony; 

COGNIZANT  of  the  significant  trend  towards  establishing  nu- 
clear-free zones,  as  in  the  "Treaty  for  the  Prohibition  of  Nuclear 
Weapons  in  Latin  America"  and  the  Lusaka  Declaration  proclaim- 
ing Africa  a  nuclear-free  zone,  for  the  purpose  of  prompting  world 
peace  and  security  by  reducing  the  areas  of  internadonal  conflicts 
and  tensions; 
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REITERATING  our  commitment  to  the  principle  in  the  Bang- 
kok Declaration  which  established  ASEAN  in  1967,  "that  the 
countries  of  South  East  Asia  share  a  primary  responsibility  for 
strengthening  the  economic  and  social  stability  of  the  region  and 
ensuring  their  peaceful  and  progressive  national  development,  and 
that  they  are  determined  to  ensure  their  stability  and  security  from 
external  interference  in  any  form  or  manifestation  in  order  to 
preserve  their  national  identities  in  accordance  with  the  ideals  and 
aspirations  of  their  peoples"; 

AGREEING  that  the  neutralization  of  South  East  Asia  is  a 
desirable  objective  and  diat  we  should  explore  ways  and  means  of 
bringing  about  its  realization,  and 

CONVINCED  that  the  time  is  propitious  for  joint  action  to 
give  effective  expression  to  the  deeply  felt  desire  of  the  peoples  of 
South  East  Asia  to  ensure  the  conditions  of  peace  and  stability  in- 
dispensable to  their  independence  and  their  economic  and  social 
well-being; 

DO  HEREBY  STATE 

(1)  diat  Indonesia,  Malaysia,  the  Philippines,  Singapore  and 
Thailand  are  determined  to  exert  initially  necessary  efforts  to 
secure  the  recognition  of,  and  respect  for.  South  East  Asia  as  a 
Zone  of  Peace,  Freedom  and  Neutrality,  free  from  any  form  or 
manner  of  interference  by  outside  Powers; 

(2)  that  South  East  Asia  countries  should  make  concerted  efforts 
to  broaden  the  areas  of  cooperation  which  would  contribute  to 
dieir  strength,  solidarity  and  closer  relationship. 

Done  at  Kuala  Lumpur  on  Saturday,   the  27th  of 
N'ovember,  1971. 

On  behalf  of  the  Republic  of  Indonesia:  (signed) 
(ADAM  MALIK)  Minister  of  Foreign  Affairs 

On  behalf  of  Malaysia:  (signed) 

(TUN  ABDUL  RAZAK  BIN  HUSSEN)  Prime 
Minister  and  Minister  of  Foreign  Affairs 

On  behalf  of  the  Republic  of  the  Philippines:  (signed) 
(CARLOS  P.  ROMULO)  Secretary  of  Foreign  Affairs 
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On  behalf  ot  the  Republic  of  Singapore:  (signed) 
(S.  RAJARATNAM)  Minister  for  Foreign  Affairs 

On  behalf  of  the  Kingdom  of  Thailand:  (signed) 
(THANAT  KHOMAN)  Special  Envoy  of  the 
National  Executive  Council 


DECLARATION  OF  ASEAN  CONCORD 

A  COMMON  BOND  EXISTING  AMONG  THE  MEMBER 
STATES  OF  THE  ASSOCIATION  OF  SOUTHEAST  ASIAN 
NATIONS. 

The  President  of  the  Republic  of  Indonesia,  the  Prime  Minister 
of  Malaysia,  the  President  of  the  Republic  of  the  Philippines,  the 
Prime  Minister  of  the  Republic  of  Singapore  and  the  Prime 
Minister  of  the  Kingdom  of  Thailand, 

REAFFIRM  their  commitment  to  the  Declarations  of  Bandung, 
Bangkok  and  Kuala  Lumpur,  and  the  Charter  of  the  United 
Nations; 

ENDEAVOUR  to  promote  peace,  progress,  prosperity  and  die 
welfare  of  the  peoples  of  member  states; 

UNDERTAKE  to  consolidate  the  achievements  of  ASEAN  and 
expand  ASEAN  cooperation  in  the  economic,  social,  cultural  and 
political  fields; 

DO  HEREBY  DECLARE: 

ASEAN  cooperation  shall  take  into  accoujnt,  among  others,  the 
following  objectives  and  principles  in  the  pursuit  of  political 
stability: 

1 .  The  stability  of  each  member  state  and  of  die  ASEAN  region 
is  an  essential  contribution  to  international  peace  and  security. 
Each  member  state  resolves  to  eliminate  direats  posed  by  subver- 
sion to  its  stability,  thus  strengthening  national  and  ASEAN 
resilience. 
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2.  Member  states,  individually  and  collectively,  shall  take  ac- 
tive steps  for  the  early  establishment  of  the  Zone  of  Peace, 
Freedom  and  Neutrality. 

3.  The  elimination  of  poverty,  hunger,  disease  and  illiteracy  is 
a  primary  concern  of  member  states.  They  shall  therefore  intensify 
cooperation  in  economic  and  social  development,  with  particular 
emphasis  on  the  promotion  of  social  justice  and  on  the  improve- 
ment of  the  living  standards  of  their  peoples. 

4.  Natural  disasters  and  other  major  calamities  can  retard  the 
pace  of  development  of  member  states.  They  shall  extend,  within 
their  capabilities,  assistance  for  relief  of  member  states  in  distress. 

5.  Member  states  shall  take  cooperative  action  in  their  national 
and  regional  development  programmes,  utilizing  as  far  as  possible 
the  resources  available  in  the  ASEAN  region  to  broaden  the  com- 
plementarity of  their  respective  economies. 

6.  Member  states,  in  the  spirit  of  ASEAN  solidarity,  shall  rely 
exclusively  on  peaceful  processes  in  the  setdement  of  intra- 
regional  differences. 

7.  Member  states  shall  strive,  individually  and  collectively,  to 
create  conditions  conducive  to  the  promotion  of  peaceful  co- 
operation among  the  nations  of  Southeast  Asia  on  the  basis  of 
mutual  respect  and  mutual  benefit. 

8.  Member  states  shall  vigorously  develop  an  awareness  of  re- 
gional identity  and  exert  all  efforts  to  create  a  strong  ASEAN  com- 
munity, respected  by  all,  and  respecting  all  nations  on  the  basis  of 
mutually  advantageous  relationships,  and  in  accordance  with  the 
principles  of  self-determination,  sovereign  equality  and  non-inter- 
ference in  the  internal  affairs  of  nations. 

AND  DO  HEREBY  ADOPT 

the  following  programme  of  action  as  a  framework  for  ASEAN 
cooperation: 

A.  Political 

1.  Meeting  of  the  Heads  of  Government  of  the  member  states 
as  and  when  necessary. 
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2.  Signing  of  the  Treaty  of  Amity  and  Cooperation  in  South- 
east Asia. 

3.  Settlement  of  intra-regional  disputes  by  peaceful  means  as 
soon  as  possible. 

4.  Immediate  consideration  of  initial  steps  towards  recogni- 
don  of  and  respect  for  the  Zone  of  Peace,  Freedom  and  Neutrality 
wherever  possible. 

5.  Improvement  of  ASEAN  machinery  to  strengthen  political 
cooperation. 

6.  Study  on  how  to  develop  judicial  cooperation  including  the 
possibility  of  an  ASEAN  Extradition  Treaty. 

7.  Strengthening  of  political  solidarity  by  promoting  the  har- 
monization of  views,  coordinating  positions  and,  where  possible 
and  desirable,  taking  common  actions. 

B.  Economic 

1.  Cooperation  on  Basic  Commodities,  particularly  Food  and 
Energy 

(i)  Member  states  shall  assist  each  other  by  according  priority 
to  the  supply  of  the  individual  country's  needs  in  critical 
circumstances,  and  priority  to  the  acquisition  of  exports 
from  member  states,  in  respect  of  basic  commodities,  par- 
ticularly food  and  energy. 

(ii)  Member  states  shall  also  intensify  cooperation  in  the 
production  of  basic  commodities  particularly  food  and 
energy  in  the  individual  member  states  of  the  region. 

2.  Industrial  Cooperation 

(i)  Member  states  shall  cooperate  to  establish  large-scale 
ASEAN  industrial  plants,  particularly  to  meet  regional  re- 
quirements of  essential  commodities. 

(ii)  Priority  shall  be  given  to  projects  which  utilize  the  avail- 
able materials  in  the  member  states,  contribute  to  the  in- 
crease of  food  production,  increase  foreign  exchange  earn- 
ings or  save  foreign  exchange  and  create  employment. 

3.  Cooperation  in  Trade 

(i)  Member  states  shall  cooperate  in  the  fields  of  trade  in 
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order  to  promote  development  and  growth  of  new  produc- 
tion and  trade  and  to  improve  the  trade  structures  of  indi- 
vidual states  and  among  countries  of  ASEAN  conducive  to 
further  development  and  to  safeguard  and  increase  their 
foreign  exchange  earnings  and  reserves. 

(ii)  Member  states  shall  progress  towards  the  establishment  of 
preferential  trading  arrangements  as  a  long  term  objective 
on  a  basis  deemed  to  be  at  any  particular  time  appropriate 
through  rounds  of  negotiations  subject  to  the  unanimous 
agreement  of  member  states. 

(iii)  The  expansion  of  trade  among  member  states  shall  be  faci- 
Htated  through  cooperation  on  basic  commodities,  par- 
ticularly in  food  and  energy  and  through  cooperation  in 
ASEAN  industrial  projects. 

(iv)  Member  states  shall  accelerate  joint  efforts  to  improve 
access  to  markets  outside  ASEAN  for  their  raw  material 
and  finished  products  by  seeking  the  elimination  of  all 
trade  barriers  in  those  markets,  developing  new  usage  for 
these  products  and  in  adopting  common  approaches  and 
actions  in  dealing  with  regional  groupings  and  individual 
economic  powers. 

(v)  Such  efforts  shall  also  lead  to  cooperation  in  the  field  of 
technology  and  production  methods  in  order  to  increase 
the  production  and  to  improve  the  quality  of  export 
products,  as  well  as  to  develop  new  export  products  with  a 
view  to  diversifying  exports. 

Joint  Approach  to  International  Commodity  Problems  and 
Other  World  Economic  Problems 

(i)  The  principle  of  ASEAN  cooperation  on  trade  shall  also  be 
reflected  on  a  priority  basis  in  joint  approaches  to  inter- 
national commodity  problems  and  other  world  economic 
problems  such  as  the  reform  of  international  trading 
system,  the  reform  of  international  monetary  system  and 
transfer  of  real  resources,  in  the  United  Nations  and  other 
relevant  multilateral  fora,  with  a  view  to  contributing  to 
the  establishment  of  the  New  International  Economic 
Order. 

(ii)  Member  states  shall  give  priority  to  the  stabilisation  and 
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increase  of  export  earnings  of  those  commodities  produc- 
ed and  exported  by  them  through  commodity  agreements 
including  bufferstock  schemes  and  other  means. 

5.    Machinery  for  Economic  Cooperation 

Ministerial  meetings  on  economic  matters  shall  be  held 
regularly  or  as  deemed  necessary  in  order  to: 

(i)  formulate  recommendations  for  the  consideration  of 
Governments  of  member  states  for  the  strengthening  of 
ASEAN  economic  cooperation; 

(ii)  review  the  coordination  and  implementation  of  agreed 
ASEAN  programmes  and  projects  on  economic  coopera- 
tion; 

(iii)  exchange  views  and  consult  on  national  development  plans 
and  policies  as  a  step  towards  harmonizing  regional 
development;  and 

(iv)  perform  such  other  relevant  functions  as  agreed  upon  by 
the  member  Governments. 

C.  Social 

1.  Cooperation  in  the  field  of  social  development,  with 
emphasis  on  the  well  being  of  the  low-income  group  and  of  the 
rural  population,  through  the  expansion  of  opportunities  for 
productive  employment  with  fair  remuneration. 

2.  Support  for  the  active  involvement  of  all  sectors  and  levels 
of  the  ASEAN  communities,  particularly  the  women  and  youth,  m 
development  eff"orts. 

3.  Intensification  and  expansion  of  existing  cooperation  in 
meeting  the  problems  of  population  growth  in  the  ASEAN  region, 
and  where  possible,  formulation  of  new  strategies  in  collabora- 
tion with  appropriate  international  agencies. 

4.  Intensification  of  cooperation  among  member  states  as  well 
as  with  the  relevant  international  bodies  in  the  prevention  and 
eradication  of  the  abuse  of  narcotics  and  the  illegal  trafiicking  of 
drugs. 
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D.  Cultural  and  Information 

1.  Introduction  of  the  study  of  ASEAN,  its  member  states  and 
their  national  languages  as  part  of  the  curricula  of  schools  and 
other  institutions  of  learning  in  the  member  states. 

2.  Support  of  ASEAN  scholars,  writers,  artists  and  mass  media 
representatives  to  enable  them  to  play  an  active  role  in  fostering  a 
sense  of  regional  identity  and  fellowship. 

3.  Promotion  of  Southeast  Asian  studies  through  closer 
collaboration  among  national  institutes. 

E.  Security 

Continuation  of  cooperation  on  a  non-ASEAN  basis  between 
the  member  states  in  security  matters  in  accordance  with  their 
mutual  needs  and  interests. 


F.  Improvement  of  ASEAN  machinery 

1.  Signing  of  the  Agreement  on  the  Establishment  of  the 
ASEAN  Secretariat. 

2.  Regular  review  of  the  ASEAN  organizational  structure  with 
a  view  to  improving  its  effectiveness. 

3.  Study  of  the  desirability  of  a  new  constitutional  framework 
for  ASEAN. 

DONE  at  Denpasar,  Bali,  this  twenty-fourth  day  of  February  in 
the  year  one  thousand  nine  hundred  and  seventy-six. 

For  the  Republic  of  Indonesia:  (signed) 
SOEHARTO,  President 

For  Malaysia:  (signed) 

DATUK  HUSSEIN  ONN,  Prime  Minister 

For  the  Republic  of  the  Philippines:  (signed) 
FERDINAND  E.  MARCOS,  President 

For  the  Republic  of  Singapore:  (signed) 
LEE  KUAN  YEW,  Prime  Minister 

For  the  Kingdom  of  Thailand:  (signed) 
KUKRIT  PRAMOJ,  Prime  Minister 
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TREATY  OF  AMITY  AND  COOPERATION 
IN  SOUTHEAST  ASIA 

PREAMBLE 

The  High  Contracting  Parties: 

CONSCIOUS  of  the  existing  ties  of  history,  geography  and 
cuhure,  which  have  bound  their  peoples  together; 

ANXIOUS  to  promote  regional  peace  and  stability  through 
abiding  respect  for  justice  and  the  rule  of  law  and  enhancing 
regional  resilience  in  their  relations; 

DESIRING  to  enhance  peace,  friendship  and  mutual  co- 
operation on  matters  affecting  Southeast  Asia  consistent  with  the 
spirit  and  principles  of  the  Charter  of  the  United  Nations,  the  Ten 
Principles  adopted  by  the  Asian-African  Conference  in  Bandung 
on  25  April  1955,  the  Declaration  of  the  Association  of  Southeast 
Asian  Nations  signed  in  Bangkok  on  8  August  1967,  and  the 
Declaration  signed  in  Kuala  Lumpur  on  27  November  1971; 

CONVINCED  that  the  setdement  of  differences  or  disputes 
between  their  countries  should  be  regulated  by  radonal,  effective 
and  sufficiendy  flexible  procedures,  avoiding  negative  atdtudes 
which  might  endanger  or  hinder  cooperation; 

BELIEVING  in  the  need  for  cooperation  with  all  peace-loving 
nations  both  within  and  outside  Southeast  Asia,  in  the  furtherance 
of  world  peace,  stability  and  harmony; 

SOLEMNLY  AGREE  to  enter  into  a  Treaty  of  Amity  and  Co- 
operation as  follows: 

CHAPTER  I 
PURPOSE  AND  PRINCIPLES 

Article  1 

The  purpose  of  this  Treaty  is  to  promote  perpetual  peace, 
everlasting  amity  and  cooperadon  among  their  peoples  which 
would  contribute  to  their  strength,  solidarity  and  closer 
relationship. 
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Article  2 

In  their  relations  with  one  another,  the  High  Contracting  Par- 
ties shall  be  guided  by  the  following  fundamental  principles: 

a.  Mutual  respect  for  the  independence,  sovereignty,  equality, 
territorial  integrity  and  national  identity  of  all  nadons; 

b.  The  right  of  every  State  to  lead  its  nadonal  existence  free 
from  external  interference,  subversion  or  coercion; 

c.  Non-interference  in  the  internal  affairs  of  one  another; 

d.  Settlement  of  differences  or  disputes  by  peaceful  means; 

e.  Renunciation  of  the  threat  or  use  of  force; 

f.  Effective  cooperation  among  themselves. 

CHAPTER  II 
AMITY 

Article  3 

In  pursuance  of  the  purpose  of  this  Treaty  the  High  Con- 
tracdng  Parties  shall  endeavour  to  develop  and  strengthen  the  tra- 
ditional, cultural  and  historical  ties  of  friendship,  good 
neighbourliness  and  cooperadon  which  bind  them  together  and 
shall  fulfil  in  good  faith  the  obligadons  assumed  under  this  Treaty. 
In  order  to  promote  closer  understanding  among  them,  the  High 
Contracdng  Pardes  shall  encourage  and  facilitate  contact  and  in- 
tercourse among  their  peoples. 

CHAPTER  III 
COOPERATION 

Article  4 

The  High  Contracting  Pardes  shall  promote  active  co- 
operadon in  the  economic,  social,  cultural,  technical,  sciendfic  and 
administrative  fields  as  well  as  in  matters  of  common  ideals  and  as- 
piradons  of  international  peace  and  stability  in  the  region  and  all 
other  matters  of  common  interest. 

Article  5 

Pursuant  to  Ardcle  4  the  High  Contracdng  Parties  shall  exert 
dieir  maximum  efforts  muldlaterally  as  well  as  bilaterally  on  the 
basis  of  equaHty,  non-discriminadon  and  mutual  benefit. 
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Article  6 

The  High  Contracting  Parties  shall  collaborate  for  the 
acceleration  of  the  economic  growth  in  the  region  in  order  to 
strengthen  the  foundation  for  a  prosperous  and  peaceful  com- 
munity of  nations  in  Southeast  Asia.  To  this  end,  they  shall  pro- 
mote the  greater  utilization  of  their  agriculture  and  industries,  the 
expansion  of  their  trade  and  the  improvement  of  their  economic 
infra- structure  for  the  mutual  benefit  of  their  peoples.  In  this 
regard,  they  shall  continue  to  explore  all  avenues  for  close  and 
beneficial  cooperation  with  other  States  as  well  as  international 
and  regional  organisations  outside  the  region. 

Article  7 

The  High  Contracting  Parties,  in  order  to  achieve  social  justice 
and  to  raise  the  standards  of  living  of  the  peoples  of  the  region, 
shall  intensify  economic  cooperation.  For  this  purpose,  they  shall 
adopt  appropriate  regional  strategies  for  economic  development 
and  mutual  assistance. 

Article  8 

The  High  Contracting  Parties  shall  strive  to  achieve  the  closest 
cooperation  on  the  widest  scale  and  shall  seek  to  provide  assistance 
to  one  another  in  the  form  of  training  and  research  facilities  in  the 
social,  cultural,  technical,  scientific  and  administrative  fields. 

Article  9 

The  High  Contracting  Parties  shall  endeavour  to  foster  co- 
operation in  the  furtherance  of  the  cause  of  peace,  harmony  and 
stability  in  the  region.  To  this  end,  the  High  Contracting  Parties 
shall  maintain  regular  contacts  and  consultations  with  one  another 
on  international  and  regional  matters  with  a  view  to  coordinating 
their  views,  actions  and  policies. 

Article  10 

Each  High  Contracting  Party  shall  not  in  any  manner  or  form 
participate  in  any  activity  which  shall  constitute  a  threat  to  the 
political  and  economic  stability,  sovereignty,  or  territorial  integrity 
of  another  High  Contracting  Party. 
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Article  11 

The  High  Contracting  Parties  shall  endeavour  to  strengthen 
their  respective  national  resilience  in  their  political,  economic, 
socio-cultural  as  well  as  security  fields  in  conformity  with  their 
respective  ideals  and  aspirations,  free  from  external  interference  as 
well  as  internal  subversive  activities  in  order  to  preserve  their 
respective  national  identities. 

Article  12 

The  High  Contracting  Parties  in  their  efforts  to  achieve 
regional  prosperity  and  security,  shall  endeavour  to  cooperate  in 
all  fields  for  the  promotion  of  regional  resilience,  based  on  the 
principles  of  self-confidence,  self-reliance,  mutual  respect,  co- 
operation and  solidarity  which  will  constitute  the  foundation  for  a 
strong  and  viable  community  of  nations  in  Southeast  Asia. 

CHAPTER  IV 
PACIFIC  SETTLEMENT  OF  DISPUTES 

Article  IJ 

The  High  Contracting  Parties  shall  have  the  determination  and 
good  faith  to  prevent  disputes  from  arising.  In  case  disputes  on 
matters  directly  affecting  them  should  arise,  especially  disputes 
likely  to  disturb  regional  peace  and  harmony,  they  shall  refrain 
from  the  threat  or  use  of  force  and  shall  at  all  times  setde  such  dis- 
putes among  themselves  through  friendly  negotiations. 

Article  14 

To  setde  disputes  through  regional  processes,  the  High  Con- 
tracting Pardes  shall  consdtute,  as  a  condnuing  body,  a  High 
Council  comprising  a  Representative  at  ministerial  level  from  each 
of  the  High  Contracdng  Pardes  to  take  cognizance  of  the  existence 
of  disputes  or  situadons  likely  to  disturb  regional  peace  and  har- 
mony. 

Article  15 

In  the  event  no  soludon  is  reached  through  direct  nego- 
dations,  the  High  Council  shall  take  cognizance  of  the  dispute  or 
the  situadon  and  shall  recommend  to  the  parties  in  dispute  ap- 
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propriate  means  of  settlement  such  as  good  offices,  mediation,  in- 
quiry or  conciliation.  The  High  Council  may  however  offer  its 
good  offices,  or  upon  agreement  of  the  parties  in  dispute,  con- 
stitute itself  into  a  committee  of  mediation,  inquiry  or  conciliation. 
When  deemed  necessary,  the  High  Council  shall  recommend  ap- 
propriate measures  for  the  prevention  of  a  deterioration  of  the  dis- 
pute or  the  situation. 

Article  16 

The  foregoing  provisions  of  this  Chapter  shall  not  apply  to  a 
dispute  unless  all  the  parties  to  the  dispute  agree  to  their  applica- 
tion to  that  dispute.  However,  this  shall  not  preclude  the  other 
High  Contracting  Parties  not  party  to  the  dispute  from  offering  all 
possible  assistance  to  setde  the  said  dispute.  Pardes  to  the  dispute 
should  be  well  disposed  towards  such  offers  of  assistance. 

Article  17 

Nothing  in  this  Treaty  shall  preclude  recourse  to  the  modes  of 
peaceful  settlement  contained  in  Ardcle  33  ( 1)  of  the  Charter  of  the 
United  Nations.  The  High  Contracting  Parties  which  are  parties  to 
a  dispute  should  be  encouraged  to  take  initiatives  to  solve  it  by 
friendly  negotiations  before  resorting  to  the  other  procedures 
provided  for  in  the  Charter  of  the  United  Nations. 

CHAPTER  V 
GENERAL  PROVISIONS 

Article  18 

This  Treaty  shall  be  signed  by  the  Republic  of  Indonesia, 
Malaysia,  the  RepubHc  of  the  Philippines,  the  Republic  of  Singa- 
pore and  the  Kingdom  of  Thailand.  It  shall  be  ratified  in  accor- 
dance with  the  constitutional  procedures  of  each  signatory  State. 

It  shall  be  open  for  accession  by  other  States  in  Southeast  Asia. 

Article  19 

This  Treaty  shall  enter  into  force  on  the  date  of  the  deposit  of 
the  fifth  instrument  of  ratification  with  the  Governments  of  the 
signatory  States  which  are  designated  Depositories  of  this  Treaty 
and  of  the  instruments  of  ratification  or  accession. 


120 


DOCUMENTS 


Article  20 

This  Treaty  is  drawn  up  in  the  official  languages  of  the  High 
Contracting  Parties,  all  of  which  are  equally  authoritative.  There 
shall  be  an  agreed  common  translation  of  the  texts  in  the  English 
language.  Any  divergent  interpretation  of  the  common  text  shall 
be  settled  by  negotiation. 

IN  FAITH  THEREOF  the  High  Contracting  Parties  have  sign- 
ed the  Treaty  and  have  hereto  affixed  their  Seals. 

DONE  at  Denpasar,  Bali,  this  twenty-fourth  day  of  February  in 
the  year  one  thousand  nine  hundred  and  seventy-six. 

For  the  Republic  of  Indonesia:  (signed) 
SOEHARTO,  President 

For  Malaysia:  (signed) 

DATUK  HUSSEIN  ONN,  Prime  Minister 

For  the  Republic  of  the  Philippines:  (signed) 
FERDINAND  E.  MARCOS,  President 

For  the  Republic  of  Singapore:  (signed) 
LEE  KUAN  YEW,  Prime  Minister 

For  the  Kingdom  of  Thailand:  (signed) 
KUKRIT  PRAMOJ,  Prime  Minister 


AGREEMENT  ON  THE  ESTABLISHMENT 
OF  THE  ASEAN  SECRETARIAT 

PREAMBLE 

THE  GOVERNMENTS  OF  THE  REPUBLIC  OF 
INDONESIA,  MALAYSIA,  THE  REPUBLIC  OF  THE 
PHILIPPINES,  THE  REPUBLIC  OF  SINGAPORE  AND  THE 
KINGDOM  OF  THAILAND: 

BEING  members  of  the  Association  of  South  East  Asian 
Nations,  hereinafter  referred  to  as  "ASEAN"; 

MINDFUL  of  the  rapidly  growing  activities  of  ASEAN  since  its 
establishment  on  8th  August,  1967,  in  Bangkok,  Thailand,  in  the 
implementation  of  the  aims  and  purposes  of  ASEAN  embodied  in 
the  ASEAN  Declaration; 
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RECOGNIZING  that  the  growth  has  increased  the  need  in 
ASEAN  for  a  central  administrative  organ  to  provide  for  greater 
efficiency  in  the  coordination  of  ASEAN  organs  and  for  more 
effective  implementadon  of  ASEAN  projects  and  activities; 

DO  HEREBY  AGREE  AS  FOLLOWS: 

ARTICLE  I 
THE  ASEAN  SECRETARIAT 
ESTABLISHMENT  AND  LOCATION 

1.  The  Contracdng  Pardes  hereby  establish  a  permanent  Se- 
cretariat for  ASEAN  which  shall  be  called  the  ASEAN  Secretariat, 
hereinafter  referred  to  as  "the  Secretariat". 

2.  The  Secretariat  shall  have  its  seat  in  Jakarta,  Indonesia,  herein- 
after referred  to  as  "the  Host  Country". 

ARTICLE  II 
COMPOSITION 

The  Secretariat  shall  comprise  the  Head  of  the  Secretariat  who 
shall  be  known  as  the  Secretary- General  of  the  ASEAN  Se- 
cretariat, hereinafter  referred  to  as  "the  Secretary- General",  a  Staff 
and  a  Locally  Recruited  Staff. 

ARTICLE  III 
SECRETARY-GENERAL 
Appointment 

1.  The  Secretary- General  shall  be  appointed  by  the  ASEAN  Fo- 
reign Ministers  upon  nomination  by  a  Contracdng  Party  on  a 
rotational  basis  in  alphabetical  order.  The  tenure  of  office  shall  be 
two  years. 

Functions  and  Powers 

2.  The  Secretary- General  shall: 

(  1)  be  responsible  to  the  ASEAN  Ministerial  Meeting  when  it 
is  in  session  and  to  the  Standing  Committee  at  all  other 
times; 

(  2)  take  charge  of  the  Secretariat  and  be  responsible  for  the 
discharge  of  all  the  functions  and  responsibilities  en- 
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trusted  to  him  by  the  ASEAN  Ministerial  Meeting  and  by 

the  Standing  Committee; 
(  3)  have  authority  to  address  communications  directly  to  the 

Contracting  Parties; 
(  4)  (a)  attend  personally  all  the  ASEAN  Ministerial  Meetings 
as  secretary; 

(b)  be  in  attendance  at  all  meetings  of  the  Standing  Com- 
mittee; and 

(c)  attend  or  designate  a  representative  to  attend  the 
meetings  of  all  ASEAN  Committees  and  other  similar 
bodies; 

(  5)  keep  himself  informed  of  the  activities  of  all  ASEAN 
Committees  and  other  similar  bodies,  and 

(a)  explain,  whenever  necessary,  the  directives  of  the 
Standing  Committee  to  ASEAN  Committees  and 
other  similar  bodies; 

(b)  ensure  diat  the  ASEAN  Committees  and  other  similar 
bodies  are  informed  of  relevant  current  deve- 
lopments in  the  activities  of  ASEAN; 

(c)  act  as  the  channel  for  formal  communications 
between : 

(  i)  ASEAN  Permanent  Committees,  Ad  Hoc  Com- 
mittees, Expert  Groups,  and  other  ASEAN  bodies 
and  the  Standing  Committee;  and 

(ii)  the  Secretariat  and  other  international  organi- 
zations and  Governments;  and 

(d)  assist,  where  required,  various  committees,  groups 
and  bodies  set  up  within  the  framework  of  ASEAN; 

(  6)  ascertain  facts  or  seek  clasifications  for  the  purpose  of 
reporting  to  the  Standing  Committee  for  its  considera- 
tion; 

(  7)  prepare  an  Annual  Report  for  submission  to  the  ASEAN 
Ministerial  Meeting; 

(  8)  harmonize,  facilitate  and  monitor  progress  in  the  imple- 
mentation of  all  approved  ASEAN  activities; 

(  9)  initiate  plans  and  programmes  of  activities  for  ASEAN  re- 
gional co-operation  in  accordance  with  approved  policy 
guidelines; 

(10)  be  responsible  for  the  Secretariat's  security; 

(11)  prepare  the  Annual  Budget  Estimates  of  the  Secretariat 
for  the  approval  of  the  ASEAN  Ministerial  Meeting; 
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(12)  exercise  the  administrative  and  financial  powers  vested  in 
him  under  the  provisions  of  this  Agreement  and  such 
other  Rules  and  Regulations  as  may  hereafter  come  into 
effect; 

(13)  act  as  custodian  of  all  ASEAN  documents;  and 

(14)  perform  such  other  duties  and  missions  as  the  ASEAN 
Ministerial  Meeting  or  the  Standing  Committee  may 
direct. 

3.  The  Secretary- General  shall  precent  drafts  of  Staff  Re- 
gulations, Financial  Regulations  and  Security  Regulations  for  the 
Secretariat  to  the  Standing  Committee  for  its  approval  and  shall 
apply  and  carry  out  the  same  from  such  date  as  it  may  specify. 

4.  The  Secretary- General  may  propose  amendments  to  such  Re- 
gulations for  the  approval  of  the  Standing  Committee  and  such 
amendments  shall  come  into  force  from  such  date  as  it  may  specify. 

ARTICLE  IV 
STAFF  OF  THE  SECRETARIAT 
COMPOSITION  AND  APPOINTMENT 

1.  The  Staff  of  the  Secretariat  shall  initially  comprise: 
(1)  three  Bureau  Directors; 

(2j  a  Foreign  Trade  and  Economic  Relations  Officer; 

(3)  an  Administrative  Officer; 

(4)  a  PubHc  Information  Officer;  and 

(3)  an  Assistant  to  the  Secretary- General; 

who  shall  be  appointed  by  the  Standing  Committee  upon  nomina- 
tion by  Contracting  Parties. 

2.  The  Bureau  Directors- shall  be  at  least  of  counsellor  rank  and 
each  of  the  other  officers  shall  be  at  least  of  first  secretary  rank. 

3.  The  principal  considerations  in  such  nominations  and  ap- 
pointments shall  be  the  highest  standard  of  professional  efficiency 
and  integrity,  equitable  distribution  and  rotation  of  the  posts 
among  nationals  of  the  Contracting  Parties. 

4.  Where  a  Staff  member  nominated  by  a  Contracting  Party  has 
been  seconded  from  the  Home  Service  to  the  Secretariat,  he  shall 
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not,  by  reason  of  such  appointment,  lose  his  seniority  or  pro- 
motional prospects  in  the  Home  Service. 

5.  The  appointment  of  Staff  members  shall  be  for  a  term  of  three 
years,  provided  that,  in  special  circumstances,  the  Standing  Com- 
mittee, upon  recommendation  of  the  Secretary- General  made  after 
consultation  by  him  with  the  nominating  Contracting  Party,  may 
extend  the  term  of  such  appointment  for  a  period  not  exceeding 
another  full  term. 


6.  The  functions  and  duties  of  the  Officers,  other  than  the  Bureau 
Directors,  shall  be  set  out  in  the  Duty  Schedules  to  be  prepared  by 
the  Secretary- General  and  approved  by  the  Standing  Committee. 


ARTICLE  V 
BUREAU  DIRECTORS 


1 .  The  three  Bureau  Directors  shall  head  the  following  Bureaus 
respectively: 

(1)  Economic; 

(2)  Science  and  Technology;  and 

(3)  Social  and  Cultural; 

in  that  order  of  seniority. 

2.  Each  Bureau  Director  shall,  on  his  own  initiative  or  upon  re- 
quest by  a  Contracting  Party  to  the  Secretary- General,  be  res- 
ponsible for  preparing  working  papers  containing  com_ments  and 
appropriate  recommendations  of  the  Secretariat  on  subjects  of  in- 
terest and  fields  of  activities  within  the  charge  of  his  Bureau,  for  the 
consideration  of  the  representatives  of  the  Contracting  Parties  at 
their  meetings. 

3.  The  activities  of  ASEAN  Permanent  Committees,  Ad  Hoc  Com- 
mittees and  Expert  Groups,  in  so  far  as  they  relate  to  the  activities 
of  the  three  Bureaus  referred  to  above,  shall  also  come  within  the 
purview  of  the  respective  Bureaus. 

4.  If  for  any  reason  the  Secretary- General  is  unable  temporarily  to 
perform  his  functions,  the  Chairman  of  the  Standing  Committee 
shall  appoint  the  most  senior  Bureau  Director  to  act  as  Secretary- 
General. 
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ARTICLE  VI 
LOCALLY  RECRUITED  STAFF 

L  The  Secretary- General  shall  employ  such  Locally  Recruited 
Staff  for  clerical  and  other  office  duties  as  ^re  necessary  to  the  nor- 
mal functioning  of  the  Secretariat. 

2.  The  Locally  Recruited  Staff  shall  be  nationals  of  the  members 
States,  recruited  locally  in  the  Host  Country,  and  shall  be  ap- 
pointed by  the  Secretary- General. 

3.  At  the  end  of  the  first  year,  the  Secretary- General  shall  make  an 
overall  recommendadon  to  the  Standing  Committee  on  the  actual 
requirements  regarding  the  size,  composirion  and  emoluments  of 
the  Locally  Recruited  Staff. 

4.  The  financial  provision  for  the  employment  of  the  Locally  Re- 
cruited Staff  shall  be  incorporated  in  the  Annual  Budget  of  the  Se- 
cretariat. 

5.  The  Standing  Committee  may  approve  increases  of  personnel 
during  an  ASEAN  financial  year. 

ARTICLE  VII 
SALARIES 

The  salaries  and  allowances  of  the  Secretary- General,  die  three 
Bureau  Directors,  the  Foreign  Trade  and  Economic  Reladons  Of- 
ficer, the  Administrative  Officer,  the  Public  Informauon  Officer 
and  the  Assistant  to  the  Secretary- General  shall  be  determined  by 
the  ASEAN  Ministerial  Meeting  which  may,  from  dme  to  time,  on 
the  recommendation  of  the  Secretary- General,  review  such  salaries 
and  allowances. 

ARTICLE  VIII 
STAFF  REGULATIONS 

Subject  to  the  other  provisions  of  this  Agreement,  the  terms 
and  conditions  of  employment  of  the  members  of  the  Staff  and  of 
the  Locally  Recruited  Staff  of  the  Secretariat  shall  be  set  out  in  Staff 
Reguladons. 
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ARTICLE  IX 
BUDGET  AND  FUNDING 

1 .  An  Annual  Budget  for  the  Secretariat  shall  be  submitted  to  the 
ASEAN  Ministerial  Meeting  for  approval. 

2.  The  Annual  Budget  shall  also  include  the  numbers  and  the 
grades  of  staff  personnel  to  be  employed. 

3.  The  budget  of  the  Secretariat  shall  be  categorized  into: 

(1)  Capital  ouday;  and 

(2)  Recurrent  expenditure. 

4.  Capital  ouday  shall  include  all  costs  related  to  the  acquisition  of 
land,  building  construction,  provision  of  basic  utilities  and  ser- 
vices, initial  decoration  and  office  furniture  and  equipment  and  in- 
stallation of  air  conditioning  plants,  major  maintenance  and  such 
other  items  as  the  Host  Country  may  offer. 

5.  Recurrent  expenditure  shall  include  all  other  expences  in- 
cluding payment  of  salaries  and  allowances  of  all  ASEAN  Se- 
cretariat personnel,  udlity  charges,  travelling  expenses,  office  re- 
quisites and  stadonery,  minor  and  annual  maintenance  and  all 
other  administradve  expenses. 

6.  Capital  ouday  expenditure  shall  be  borne  by  the  Host  Country. 
Recurrent  expenditure  shall  be  shared  on  a  basis  to  be  determined 
by  the  ASEAN  Foreign  Ministers. 


ARTICLE  X 
AUDITING  OF  THE  ACCOUNTS 

1.  The  accounts  of  the  Secretariat  shall  be  audited  annually  by  the 
Audit  Committee  consisting  of  three  qualified  members 
nominated  by  three  of  the  Contracdng  Pardes  in  rotadon  and  ap- 
pointed for  a  period  of  two  years  by  the  Standing  Committee. 

2.  The  annual  accounts  together  with  the  Report  of  the  Audit 
Committee  thereon  shall  be  submitted  to  the  Standing  Committee 
which  shall  cause  the  same  to  be  laid  before  the  next  Ministerial 
Meeting  together  with  its  comments. 
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ARTICLE  XI 
PRIVILEGES  AND  IMMUNITIES 

The  Host  Country  shall  grant  to  the  Secretariat,  the  Secretary- 
General  and  the  Staff  such  privileges  and  immunities  as  may  be  ne- 
cessary for  the  performance  of  their  duties  and  functions. 

ARTICLE  XII 
AMENDMENTS 

Any  Contracting  Party  may  propose  amendments  to  this 
Agreement.  When  approved  by  the  Contracting  Parties  or  by  the 
ASEAN  Ministerial  Meeting,  such  amendments  shall  come  into 
force  from  such  date  as  may  be  specified. 

ARTICLE  XIII 
RATIFICATION 

1.  This  Agreement  is  subject  to  ratification  by  the  Contracting 
Parties. 

2.  The  Instruments  of  Ratification  shall  be  deposited  with  the 
Department  of  Foreign  Affairs  of  the  Republic  of  Indonesia. 

ARTICLE  XIV 
ENTRY  INTO  FORCE 

This  Agreement  shall  enter  into  force  on  the  date  on  which  the 
fifth  Instrument  of  Ratification  is  deposited. 

ARTICLE  XV 
ACCESSION 

1 .  This  Agreement  is  open  for  accession  by  any  Government  which 
is  accepted  as  a  new  member  of  ASEAN. 

2.  The  Instrument  of  Accession  shall  be  deposited  with  the 
Department  of  Foreign  Affairs  of  the  Republic  of  Indonesia. 

3.  With  respect  to  any  such  new  memoer  Government  acceding  to 
this  Agreement  after  it  has  come  intp  force,  this  Agreement  shall 
become  effective  in  relation  to  that  new  member  Government  on 
the  date  of  deposit  of  its  Instrument  of  Accession. 
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4.  If  such  an  Instrument  of  Accession  is  deposited  before  this 
Agreement  comes  into  force,  it  shall  become  effective  in  relation  to 
that  new  member  Government  on  the  date  this  Agreement  comes 
into  force. 

IN  WITNESS  WHEREOF  the  undersigned,  being  duly 
authorised  there  to  by  their  respective  Governments,  have  signed 
this  Agreement. 

DONE  at  Denpasar,  Bali,  in  five  originals  in  the  English 
Language  this  twenty-fourth  day  of  February,  one  thousand  nine 
hundred  and  seventy-six. 

For  the  Government  of  the  Republic  of  Indonesia:  (signed) 
ADAM  MALIK,  Minister  for  Foreign  Affairs 

For  the  Government  of  Malaysia:  (signed) 

TENGKU  DATUK  AHMAD  RITHAUDEEN, 
Minister  of  Foreign  Affairs 

For  die  Government  of  the  Republic  of  the  Philippines: 
(signed) 

CARLOS  P.  ROMULO,  Secretary  of  Foreign  Affairs 
For  die  Government  of  the  Republic  of  Singapore:  (signed) 

S.  RAJARATNAM,  Minister  for  Foreign  Affairs 
For  the  Government  of  the  Kingdom  of  Thailand:  (signed) 

CHATICHAI  CHOONHAVAN,  Minister 

for  Foreign  Affairs 


JOINT  PRESS  COMMUNIQUE 

Meeting  of  ASEAN  Heads  of  Government, 
Bali,  23-24  February  1976 

1.  The  President  of  die  Republic  of  Indonesia,  H.E.  General 
Soeharto,  the  Prime  Minister  of  Malaysia,  H.E.  Datuk  Hussein 
Onn,  the  President  of  the  Republic  of  the  Philippines,  H.E  Ferdi- 
nand E.  Marcos,  the  Prime  Minister  of  the  Republic  of  Singapore 
tLE  Lee  Kuan  Yew,  the  Prime  Minister  of  the  Kingdom  of 
Thailand,  H.E.  Kukrit  Pramoj,  met  in  Denpasar,  Bali  on  23-24 
February  1976. 

2.  The  Meeting  was  held  in  the  traditional  ASEAN  spirit  of 
friendship  and  cordiality. 

3.  They  reviewed  the  activities  of  ASEAN  since  its  inception  in 
1967,  and  expressed  sadsfaction  with  its  progress,  especially  in 
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fostering  the  spirit  of  cooperation  and  solidarity  among  the 
member  states. 

4.  They  discussed  developments  affecting  the  ASEAN  region. 
They  reaffirmed  the  determination  of  their  respective  Govern- 
ments to  continue  to  work  for  the  promotion  of  peace,  stability 
and  progress  in  Southeast  Asia,  thus  contributing  towards  world 
peace  and  international  harmony.  To  this  end  they  expressed  their 
readiness  to  develop  fruitful  relation  and  mutually  beneficial 
cooperation  with  other  countries  in  the  region.  They  expressed  the 
hope  that  other  powers  would  pursue  policies  which  would  con- 
tribute to  the  achievement  of  peace,  stability  and  progress  in 
Southeast  Asia. 

5.  The  Meeting  discussed  ways  and  means  of  strengthening  co- 
operation among. member  states.  They  believed  that  it  was  essential 
for  the  member  states  to  move  to  higher  levels,  of  cooperation,  es- 
pecially in  the  political,  economic,  social,  culture,  scientific  and 
technological  fields. 

6.  On  the  Zone  of  Peace,  Freedom  and  Neutrality  the  Heads  of 
Government  expressed  their  satisfaction  with  the  progress  made 
in  the  efforts  to  draw  up  initially  necessary  steps  to  secure  the 
recognition  of  and  respect  for  the  Zone.  They  directed  that  these 
efforts  should  be  continued  in  order  to  realise  its  early  establish- 
ment. 

7.  The  Heads  of  Government  signed  the  Treaty  of  Amity  and 
Cooperation  in  Southeast  Asia. 

8.  They  also  signed  the  Declaration  of  ASEAN  Concord. 

9.  In  pursuance  of  their  determination  to  forge  closer 
economic  cooperation  among  member  states,  they  agreed  that  a 
meeting  of  Economic  Ministers  be  convened  in  Kuala  Lumpur  on 
8-9  March  1976  to  consider  measures  to  be  taken  towards  im- 
plementing the  decisions  of  the  Meeting  of  ASEAN  Heads  of 
Government  on  matters  of  economic  cooperation. 

10.  They  also  agreed  tliat  the  Meeting  of  Economic  Ministers 
would  discuss  particularly  the  following  questions: 

i.  The  mechanisms  by  which  member  States  shall  accord 
priority  in  critical  circumstances,  such  as  natural  disasters, 
major  calamities,  and  shortages  due  to  artificial  or  natural 
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causes,  to  the  supply  of  the  individual  country's  needs  in  food 
and  energy  and  priority  to  the  acquisition  of  exports  from 
member  States. 

ii.  The  measures  to  be  taken  for  intensifying  cooperation 
in  the  production  of  basic  commodities  particularly  for  food 
and  energy. 

iii.  The  formulation  of  appropriate  measures  for  initiating 
cooperative  action  towards  establishing  ASEAN  largescale  in- 
dustrial projects.  Examples  of  some  of  the  ASEAN  industrial 
projects  that  could  be  considered  by  the  Meeting  of  ASEAN 
Economic  Ministers  are  urea,  superphosphates,  potash,  petro- 
chemicals, steel,  soda  ash,  news-print  and  rubber  products. 
The  Meeting  will  also  give  consideration  to  other  projects. 

iv.  The  instruments  to  be  employed  in  preferential  trading 
arrangements  to  facilitate  the  expansion  of  trade  among 
ASEAN  member  states  in  basic  commodities,  particularly  in 
food  and  energy  and  the  products  of  ASEAN  industrial  pro- 
jects. The  instruments  will  include,  but  not  be  limited  to,  the 
following: 

a.  long-term  quantity  contracts, 

b.  purchase  finance  support  at  preferential  interest  rates, 

c.  preference  in  procurement  by  government  entities, 

d.  extension  of  tariff  preferences,  and 

e.  other  measures  agreed  upon. 

V.  The  formulation  of  joint  approaches  to  international 
commodity  and  other  economic  problems,  giving  priority  to 
stabilization  and  increase  of  export  earnings  of  ASEAN  com- 
modities, through  commodity  agreements,  including 
bufferstock  schemes  and  other  means. 

11.  The  Foreign  Ministers  signed  the  Agreement  on  the 
Establishments  of  the  ASEAN  Secretariat.  The  Heads  of  Govern- 
ment took  note  of  the  nomination  of  Mr.  Hartono  Rekso  Dhar- 
sono  as  Secretary- General  of  the  ASEAN  Secretariat. 

12.  The  Heads  of  Government  of  Malaysia,  Philippines,  Singa- 
pore, Thailand  were  warm.ly  appreciative  of  the  exemplary  chair- 
manship of  their  Meeting  by  the  President  of  the  Republic  of  In- 
dom^sia  and  expressed  their  thanks  for  the  traditional  Indonesian 
hosp.tahty  extended  to  them  and  the  excellent  arrangements  made 
tor  their  Meeting, 
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J.  Soedjad  DJIWANDONO,  born  on  13  October  1933,  injogya- 
karta,  member,  Board  of  Directors  of  CSIS,  Head  of  the  De- 
partment of  International  Affairs. 

Ali  MOERTOPO,  Lieutenant  General,  born  on  September  23, 
1924  in  Blora  (Central  Java).  Deputy  Chief  of  BAKIN  (State  Intel- 
ligence Coordinadng  Body),  Honorary  Chairman  of  CSIS. 

Sumitro  DJOJOHADIKUSUMO,  born  on  May  29,  1917. 
Minister  of  State  for  Research  of  the  Republic  of  Indonesia.  Studi- 
ed economics  at  Netherlands  School  of  Economics  (Rotterdam) 
and  Universite  de  Sorbonne  (Paris).  B.Sc  in  Economics  (1937), 
M.A.  in  Economics  (1940)  and  Ph.D.  in  Economics  (1942).  Pro- 
fessor of  Economics,  Dean  of  the  Faculty  of  Economics  at  the  Uni- 
versity of  Indonesia  (1951-1957),  Minister  of  Finance  of  the  Re- 
public of  Indonesia  (1952-1953,  1955-1956),  Minister  of  Trade 
(1968-1973). 

J.  PANGLAYKIM  (Pangestu)  born  on  March  24,  1922  in  Ban- 
dung. Graduated  from  the  Faculty  of  Economics  and  Administra- 
tion, University  of  Indonesia.  Ph.D.  degree  from  University  of 
Indonesia,  under  supervision  of  Prof.  Dr.  L.  Mears,  University  of 
California.  Lecturer  at  die  University  of  Indonesia  and  at  the  Uni- 
versity of  New  South  Wales.  Senior  Research  Fellow  at  Australian 
Nadonal  University,  Professor  of  Business  Administration  at  Uni- 
versity of  Singapore  and  Nanyang  University.  Consultant  to  the 
Indonesian  Government,  to  private  industries,  banking  and  odier 
types  of  business,  member  of  Board  of  Directors  of  CSIS. 

Daoed  JOESOEF,  born  on  August  8,  1926,  in  Medan  (North  Su- 
matra). Ph.D.  in  Economics;  Cert.  Doctorat  de  I'universite  ( 1966), 
Diplome  d'Etudes  Superieurs  (1969),  Doctorat  d'Etat  in  Sor- 
bonne. Chairman,  Board  of  Directors  of  CSIS;  Lecturer  at  the  Fa- 
culty of  Economics,  University  of  Indonesia,  Jakarta. 

Michael  LIEFER,  The  London  School  of  Economics  And  Political 
Science. 


